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PR E FA C E

This report prepared as part of the Kentucky Long-Term Policy Research Center’s con-
tinuing effort to understand the future implications of an array of trends affecting the Com-
monwealth. We focus here on trends affecting the workforce and on ways of leveraging
higher returns on public investment in workforce development. This study should be of in-
terest to policymakers and citizens alike who are concerned about long-term development of
the Commonwealth, as measured by the competitiveness and productivity of workers and
firms and the prosperity of its citizens.

7KH�.HQWXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU was created by the
General Assembly in 1992 to bring a broader context to the decisionmaking process. The
Center's mission is to illuminate the long-range implications of current policies, emerging
issues, and trends influencing the Commonwealth's future. The Center has a responsibility to
identify and study issues of long-term significance to the Commonwealth and to serve as a
mechanism for coordinating resources and groups to focus on long-term planning.

Governing the Kentucky Long-Term Policy Research Center is a 21-member board of
directors that includes four appointees from the executive branch, six from the legislative
branch, and 11 at-large members representing citizen groups, universities, local govern-
ments, and the private sector.  From the at-large component of the board, six members are
appointed by the Governor and five by the Legislative Research Commission.  In accordance
with its authorizing legislation, the Center is attached to the legislative branch of Kentucky
state government.  The makeup of its board, however, affords it functional independence and
permits it to serve both the executive and legislative branches of government equally, as well
as the public.

Michael T. Childress is the executive director of the Center.  Those interested in further
information about the Kentucky Long-Term Policy Research Center should contact his office
directly:

7KH�.HQWXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU
1024 Capital Center Drive, Suite 310

Frankfort, Kentucky 40601-8204



vi



vii

CO N T E N T S

PREFACE........................................................................................................... V

FIGURES .......................................................................................................... IX

TABLES ........................................................................................................... XI

SUMMARY ..................................................................................................... XIII

ACKNOWLEDGMENTS .................................................................................. XXV

INTRODUCTION................................................................................................. 1
ASSETS AND LIABILITIES .................................................................................. 5
ANSWERING THE CHALLENGE ........................................................................ 11

Common Purpose ...................................................................................... 12
Kentucky’s Delivery System..................................................................... 14
Conclusion................................................................................................. 23

BALANCING PUBLIC AND PRIVATE ROLES...................................................... 25
Defining Differences ................................................................................. 26
An Expanding Commitment ..................................................................... 28
Public-Private Links in Kentucky ............................................................. 33
Striking the Appropriate Balance.............................................................. 36

First the Foundation ................................................................................................... 37
Think Small.................................................................................................................. 43
Build Industry Networks .............................................................................................. 45
Engage Stakeholders ................................................................................................... 46

Conclusion................................................................................................. 50
MAXIMIZING RETURNS ON PUBLIC INVESTMENT............................................ 53

Think and Plan Strategically ..................................................................... 55
A Framework for Decisionmaking .............................................................................. 55
Cultivate “Institutional Intelligence”.......................................................................... 58
Extend Our Reach ....................................................................................................... 63

Structural Change...................................................................................... 66
Continue Program Consolidation ............................................................................... 68
To Merge or Not to Merge?......................................................................................... 69
Leveraging Higher Performance from Higher Education........................................... 81

The Imperative of Organizational Change ................................................ 93
Conclusion............................................................................................... 107

CONCLUSION ................................................................................................ 109
APPENDIX..................................................................................................... 113
RESOURCES .................................................................................................. 129



viii



ix

F I G U R E S

FIGURE 1—Educational Attainment in Kentucky, 1960-1990 .....................6

FIGURE 2—Higher Education FY 1994 Appropriations ............................17

FIGURE 3—Cabinet for Workforce Development

FY 1994 Appropriations ........................................................................20

FIGURE 4—JOBS Program FY 1994 Appropriations ................................22

FIGURE 5—Secondary Vocational Education

FY 1994 Appropriations ........................................................................22

FIGURE 6—Distribution of Kentucky Firms by Size ..................................34

FIGURE 7—BSSC Grants by Firm Size, 1993-94 ......................................35

FIGURE A.1—Department for Employment Services

FY 1994 Appropriations.......................................................................119

FIGURE A.2—Department for the Blind

FY 1994 Appropriations ......................................................................120

FIGURE A.3—Department for Adult Education and Literacy

FY 1994 Appropriations ......................................................................120

FIGURE A.4—Department of Vocational Rehabilitation

FY 1994 Appropriations ......................................................................122

FIGURE A.5—Department for Technical Education

FY 1994 Appropriations ......................................................................123

FIGURE A.6—Office of Training and ReEmployment

FY 1994 Appropriations ......................................................................125



x



xi

TA B L E S

TABLE 1—Kentucky’s Workforce Development Delivery System
FY 1994 APPROPRIATIONS .......................................................................15

TABLE 2—Training Vendors for US Firms, 1994 .....................................28

TABLE 3—Incidence of Training Among US Firms, 1994.........................30

TABLE 4— Characteristics of High- and
Low-Performance Organizations .............................................................95

TABLE A.1—JTPA Funding, 1993-94 ....................................................126



xii



xiii

SU M M A RY

Introduct ion

THE WORLD OF WORK and the complex economic system which envelops it are
undergoing radical and inescapable change. Advances in communications technol-
ogy have accelerated the pace of global commerce, minimizing the distances and
differences that once complicated foreign trade. As a consequence, enterprises and
entrepreneurs are now glimpsing the virtually unlimited expanse of markets, cus-
tomers—and competition—that lies before them. In order to successfully negotiate
the structural change now underway and seize the many opportunities it offers, new
orders must emerge. Workplaces and workers must change, as well as the critical
institutions which prepare them for entry and re-entry into the world of work.

In response to changes in
the marketplace, new ap-
proaches to management are
bringing critical focus to the
organization of work and
gradually transforming the dy-
namics of historically auto-
cratic systems. The ranks of
management are being thinned
and reoriented, and unprece-
dented responsibility is being extended to millions of frontline workers, many of
whom can no longer rely on rote skills. Increasingly, they are expected to continue
learning and acquiring skills, to think systemically, to analyze and solve problems,
to work effectively in teams, and to lead.

As a result, the education paradigm of the past is fading. The order of education
in youth, followed by gradual ascension through the ranks of a single organization,
no longer prevails. Slowly, hierarchical layers are melting away in the workplace,
and learning is becoming central to our work lives, an ongoing process rather than a
product we acquire and continue to use.

In turn, labor force quality is fast becoming the linchpin of the international
marketplace. Indeed, workforce quality, not the enticements of states, now drives

Hierarchical layers are melting
away in the workplace, and learning

is becoming central to our work
lives, an ongoing process rather than

a product we acquire and
continue to use.
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U.S. industrial locations.1 Ultimately, the capacity of a firm’s, a state’s or a nation’s
workforce, the quality of the human capital it brings to the arena of world trade,
will become the principal determinant of profitability and prosperity.

In spite of the gains we have made here in Kentucky, a significant skills gap re-
mains. The challenge before the Commonwealth is made more difficult by the en-
during legacy of poverty and by our historic reliance on agrarian, mining, and, later,
manufacturing economies that did not require an educated labor force. While the
issues surrounding the development of our labor force are complex, two questions
will likely remain constant for some time:

• How do we achieve the proper balance between public and private re-
sponsibility for training and education?

• How do we leverage the highest possible returns from public investment
in education and training for citizens of the Commonwealth?

Recognizing the unique strengths and weaknesses the Commonwealth brings to
the challenge of developing the full potential of its labor force, we examine current
assets and liabilities, the array of institutional responses we have brought to the
challenge of workforce development, and ways of balancing differences between
public and private roles and maximizing returns on investments in workforce de-
velopment.

Assets  and Liabi l i t ies

THE CURRENT STATUS of Kentucky’s workforce is perhaps best described as
transitional. On a number of fronts, we are moving rapidly to meet the challenge of
the future and overcome a legacy of inattention to education, but the full benefit of
these sweeping changes will not likely be realized for many years. It is estimated
that 75 percent of Kentuckians who are on the job today will be below retirement
age in the year 2010. At the same time, we have experienced substantial losses of
our youth population that, in the absence of significant net in-migration, could de-
plete our future labor force. As a consequence, the quality of today’s workers, the
enterprises which employ them, and the teaching and training institutions which
support them are key to the future.

The challenge of preparing our workforce is made more difficult by poverty,
low workforce participation, and low educational achievement. Fewer than 57 per-
cent (47th in the U.S.) of Kentucky’s total working age population actively partici-
pates in the workforce, compared to a national rate of 67 percent.2 The cause of this
startlingly low rate can, in no small part, be traced to educational deficiencies. An

                                                
1 Lyne, J., & Venable, T. (1992, February). IDRC’s Palm Desert World Congress: work force focus draws record
setting attendance. Site Selection, 74-80.
2 Legislative Research Commission (LRC). (1992). Demographic Trends as They Affect the Kentucky Workforce.
Frankfort, KY: LRC, 2.
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estimated 54 percent of non-participating members of the labor force have less than
a high school education, compared to only 19 percent of active participants.3

Kentucky’s working age population remains undereducated by a number of
measures; more than one-third (36 percent) of Kentuckians 25 years and older do
not have a high school di-
ploma, compared to a na-
tional average of 24 percent.
And, while Kentucky contin-
ues to chip away at the ranks
of undereducated citizens
through literacy training,
GED preparation, and test-
ing, participation has slowed.
Anecdotal evidence also
suggests that many high school graduates, particularly those who do not express an
interest in college, are ill-prepared to meet the demands of today’s workplace.

The future prosperity of working Kentuckians depends not only on the skills
they bring to the workplace but the organizational strategies workplaces bring to the
international marketplace. Many Kentucky firms have not organized socially or
physically to achieve higher productivity and product quality. While some Ken-
tucky plants, such as Ford, Toyota and Rohm & Haas, are model high-performance
learning organizations, they are the exceptions. Instead, Kentucky is dominated by
smaller, often under-capitalized enterprises. Many offer only low-skill, low-wage
jobs. Consequently, even the best public sector efforts to supply skilled workers
could be met with insufficient demand.

Answering the  Chal lenge

OVER THE COMING YEARS, much of the responsibility for meeting the rising
challenge of workforce development is expected to shift to the states. While state
governments are already the primary administrators of education and training pro-
grams, the federal government controls both the purse strings and the programmatic
parameters of many of the nation’s job training programs. Those purse strings are
expected to tighten as responsibility for decisionmaking expands. As a result, the
Commonwealth will be challenged to adapt its present workforce development
system  to new fiscal and administrative realities and to discover more cost-efficient
and effective strategies.

While the fiscal challenge remains unmet, remarkable consensus exists on the
direction initiatives must take. Like other reform-minded states, many of Ken-
tucky’s efforts have been shaped by the findings of a 1990 report on the future of

                                                
3 Salzman, H., O’Hare, W.P., Crouch, R.T., and Schneider, E.A.. (1992). Kentucky’s Workforce: Preparing for the
21st Century. Frankfort, KY: Cabinet for Workforce Development, 8.
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education and training in America, prepared by the Commission on the Skills of the
American Workforce for the National Center on Education and the Economy. The
Commission concluded that a national system was needed to train workers and or-
ganizations for higher performance. It would include: a system for certification of
mastery at all educational levels; systematic preparation for the skill standards of
high-performance work organizations; programs and incentives to encourage busi-
nesses to adopt high-performance work organization; and a national labor market
system.

Kentucky has begun to translate many of these concepts into its own policy ini-
tiatives, most notably, comprehensive school reform aimed at ensuring achievement
of critical thinking skills. It is also moving to bridge school and work, streamline
entry into Kentucky’s education and training infrastructure, and prepare firms for
the new demands of the marketplace.

Kentucky’s workforce development system includes such traditional institutions
as universities and community colleges, vocational and technical schools, appren-
ticeships, and on-the-job training, as well as the emerging school-to-work initiative
and one-stop career development centers. Today, the state’s post-secondary educa-
tion and training system depends nearly equally upon federal funds and state gen-
eral fund appropriations, 87 percent of which go to the wide range of institutions
that comprise higher education. A substantial loss of federal funds earmarked for
job training programs could have a potentially severe impact both on higher educa-
tion and on programs administered by the Workforce Development Cabinet.

Programs hardest hit by Con-
gress’ proposed “devolution” of
power would obviously be those
most reliant upon federal dollars.
Workforce Development Cabinet
programs, for example, rely heavily
on federal funds, which now com-
prise about 80 percent of the Cabi-
net’s overall budget. Among the
Cabinet’s programs, only the Ken-
tucky Tech System depends pri-
marily on state funds. While higher

education receives less than 10 percent of its funding from the federal government,
the loss of any portion of those funds could drive tuition costs upward and possibly
restrict access. Recent research concludes that California is already experiencing
access problems that, in the absence of tuition cost reductions, will only worsen.
Moreover, cuts in federally funded student loan programs could adversely affect
higher education costs to students and taxpayers.

In spite of efforts to increase efficiency through collaborative relationships be-
tween agencies, a range of factors continues to undermine the unity of purpose,
process and product that Kentucky's workforce development system must achieve.
While the expected trends of diminishing federal funds and broadening competition
for state funds may intensify institutional rivalry, they also underscore the absolute

While the expected trends
of diminishing federal funds and
broadening competition for state
funds may intensify institutional
rivalry, they also underscore the

absolute necessity of greater
institutional effectiveness

and efficiency.
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necessity of greater institutional effectiveness and efficiency. At a minimum, the
system must become far more collaborative. Ultimately, however, it may be neces-
sary to restructure it in order to maintain critical workforce development initiatives
and achieve higher returns on public investment.

Balancing  Publ ic  and Private  Roles

PUBLIC AND PRIVATE ROLES in workforce education and training are often
blurred and uncertain. Moreover, the absence of an institutionalized bridge between
workforce preparation and the real world of work continues to inhibit the effective-
ness of both sectors. Private investments are often constrained by the demand for
short-term returns that training and education seldom yield. While public invest-
ment generally seeks long-term, broad-based benefits, it is severely constrained by
limited resources that may decline further, even as need expands. Consequently,
striking the appropriate balance between public and private roles ranks among the
most important challenges policymakers confront. In order to meet it, policymakers
must discover ways of realizing the highest possible return on public investment
and leveraging greater private involvement and commitment.

Perhaps the strongest deterrent to employer commitment to training is its enor-
mous cost, especially for smaller firms that do not enjoy the economy of scale af-
forded larger firms. Indeed, the ability of firms to make costly investments in
formal or informal training and development is tied directly to their size and rela-
tive wealth. In 1990, the Commission on the Skills of the American Workforce re-
ported that only 0.5 percent of all American employers had spent $27 of the $30
billion invested nationally in workforce training and education and that only one-
third of these training dollars was directed toward frontline, non-college educated
workers,4 arguably those who need it most.

While offering little information about who receives training, more recent sur-
vey results suggest that the incidence of training among employers is relatively high
but still considerably lower among smaller employers. According to a 1995 report
on national survey results from the National Center on the Educational Quality of
the Workforce, 81 percent of all establishments, regardless of size, provide formal
classroom training while 97 percent provide informal, on-the-job training. Among
firms with fewer than 50 employees, only 75 percent provided formal training while
96 percent provided on-the-job training.5

In spite of the clear and proven payoff that both education and training yield to
employees and employers, private investment has been inhibited by a number of
factors. For many firms, particularly smaller ones, training and education are
viewed as risky investments with uncertain payoffs. Training does not always in-
crease productivity, and concern about “pirating” of trained workers by other firms

                                                
4 Commission on the Skills of the American Workforce. (1990, June). America’s Choice: high skills or low
wages? Rochester, NY: National Center on Education and the Economy, 49.
5 Zemsky, R. and Iannozzi, M. (1995). A reality check: first findings from the EQW national employer survey.
EQW Issues, National Center on the Educational Quality of the Workforce, University of Pennsylvania, 10:4-5.
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continues to have a chilling effect on investments in human capital development.
And, unlike workers in other countries, American workers exhibit minimal loyalty
to firms, a circumstance that is likely to worsen as the employer-employee relation-
ship is further strained by downsizing, stagnant wages and increased reliance on
contingent workers.

On the other hand, accelerated competition has forced more and more firms to
recognize that investment in training and education is key to survival. Moreover, as
firms cooperate more extensively and continue to form networks for a range of pur-
poses, more uniform human resource practices and shared commitments to training
are likely to emerge.

In Kentucky, the school-to-work initiative is expected to have a significant im-
pact on aligning public and private roles in the coming years. Established programs
were also built on a cooperative public-private model. The Department of Technical
Education and the University of Kentucky Community College System provide
customized training programs by utilizing existing state facilities and resources to
enhance the capacity of businesses, and Bluegrass State Skills Corporation (BSSC)
provides matching capital for education and training. In recent years, however,
BSSC has served a disproportionate number of large firms, in spite of the fact that
98 percent of Kentucky’s firms employ fewer than 100 people.

The necessity of coordinating the design and delivery of a workforce develop-
ment strategy is underscored by the specter of further limitations on already
strained public resources and by expanding private need. Both the public and pri-
vate sectors stand to benefit substantially from a more rational alignment of roles
and the creation of an institutional bridge between the two. Striking the appropriate
balance between public and private responsibilities for training and education and
creating an institutional bridge are critical to future effectiveness.

Because the Commonwealth possesses limited resources, a triage approach ap-
pears to be in order, one that directs public investment to those areas where need is
greatest and that broadly encourages private sector involvement. Policymakers
should consider the following options:

• First the Foundation.  Because a basic skills deficit constitutes the most
formidable obstacle to the state’s ability to compete and prosper, our full
institutional focus should be trained on closing this critical gap. The pro-
vision of basic skills is arguably the primary public responsibility for
workforce development, one that provides a foundation on which all citi-
zens can build and offers the highest returns on public investment. It is
also least likely to garner private sector investment.

• Think Small.  Because our state is dominated by small firms and because
virtually all recent job growth has occurred in a small number of rapidly
growing small firms, public training investments should be targeted at
them. Training investments in large firms, which generally do not need
state assistance, should be reserved only for achievement of location or
retention outcomes.



xix

• Build Networks.  In order to extend the reach of public resources and im-
prove the competitiveness and productivity of firms, industrial networks
must be encouraged and cultivated throughout the state.

• Engage Stakeholders.  If the private sector is to become a full partner in
training and education, it must be given a seat at the decisionmaking ta-
ble. It is also critically important that decisionmaking be brought closer
to those who best understand need and the capacity to meet it. While we
have extended unprecedented authority to shape state economic devel-
opment policy to majority private sector representation on the Economic
Development Partnership Board, we have not fully engaged private sec-
tor representatives in a planning and policymaking role for workforce
development, which profoundly influences their long-term viability and
profitability. Legislation introduced in the 1994 session of the General
Assembly, which resulted from a year-and-a-half effort, was designed to
achieve the dual purposes of creating a bottom-up decisionmaking
framework and engaging real stakeholders. This effort should be revis-
ited, revised as needed, and shaped into timely legislation that will
achieve greater stakeholder involvement and forge institutional links to
local communities.

Maximiz ing  Returns  on Publ ic  Investment

IN ORDER TO REALIZE THE CRITICAL GOAL of developing the full potential of
our workforce, we must fashion a holistic strategy for workforce development, one
that addresses the unique needs of the Commonwealth, recognizing and accommo-
dating social and economic circumstances. To do so, it will be necessary to estab-
lish a framework for policymaking that includes strategic focus, a foundation of
knowledge that informs and guides policy, more efficient utilization of the re-
sources we possess, a thoughtful reckoning with vexing structural issues, and con-
certed attention to the demand side of the education and training equation.

Without the requisite framework for policymaking, it seems unlikely that public
efforts will achieve desired outcomes. Such a framework necessarily includes:

• Strategic Vision.  As recommended by the Governor’s Commission on
Quality and Efficiency, the coordination of governance is essential.6 It
requires a comprehensive, long-term, interagency strategic plan that es-
tablishes a vision, goals, strategies for their realization, and benchmarks
for measuring progress.

                                                
6 Governor’s Commission on Quality and Efficiency. (1993, November 1). Workforce Training: Final Report and
Recommendations. Frankfort, KY: Office of the Governor.
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• “Institutional Intelligence.” Across the board, policies and programs
should be shaped by “institutional intelligence,”7 comprehensive quanti-
tative and qualitative data that more precisely define and predict client
bases, client needs, labor market conditions, economic conditions, pro-
gram capacity, program outcomes, etc.

• Resource Maximization.  Planning should also be informed by systematic
attention to under-utilized technological resources, including Kentucky
Educational Television and the state’s advancing information super-
highway. Full utilization of distance learning opportunities could help
close obstacles posed by rural isolation, inadequate transportation, and
single-parent family responsibilities. Moreover, these tools could enable
participants to enter education and training at an appropriate level and
progress accordingly.

Structural Change.  Critical attention must be brought to questions of institu-
tional effectiveness and organization. While virtually every factor that traditionally
compels attention to restructuring has surfaced publicly in Kentucky during recent
years, needed change will not likely be achieved by merely realigning hierarchies.
Rather, the very culture of organizations must be changed. Organizational change is
difficult, costly, time-consuming work, but necessary work. While some structural
changes are logical and reasonable, other institutions must change from within.
Consequently, it is critically important that efforts to reorganize be based upon a
solid foundation of timely information.

It is, however, both logical and practical to continue alignment of Kentucky’s
workforce development initiatives by moving the Bluegrass State Skills Corpora-
tion to the Workforce Development Cabinet. While BSSC’s engagement of private
sector representatives offers a model worthy of replication, a disproportionate num-
ber of its training grants have gone to larger firms in recent years. Further, the pol-
icy of providing funds to agencies that are outside of their purview and that
effectively preclude the necessity of routine interagency collaboration appears to be
unwise.

Merger of the Community College System with the Kentucky Tech System by
legislative mandate, however, will not necessarily improve outcomes. Before such a
merger is seriously considered, more needs to be learned about the client bases and
capabilities of both systems. There is serious concern that a merger could effec-
tively eliminate the vital educational entry point the vocational-technical schools
now provide, one that must be addressed. Further, organizational change is costly,
time-consuming and often requires protracted periods of adjustment, resulting in
lost institutional effectiveness. Policymakers should give serious consideration to
fostering change and possibly a merger at the local level through the use of finan-
cial incentives to reward collaboration and cooperation.

                                                
7 Fosler, R. S. (1992, February). State economic policy: the emerging paradigm. Economic Development Quarterly,
6:3.
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Policymakers should also thoughtfully visit the issue of the community college
link to the University of Kentucky. At question is whether this organizational
structure achieves the goal of elevating the overall quality of education without di-
minishing customer access and service to communities. The prevailing national
model is that of an independent community college system focused principally on
horizontal relationships within a service area. While few systems or individual
community colleges are cited as models by experts, diverse services aimed at a re-
gional client base with different educational foundations is regarded as ideal.

Before making sweeping organizational changes, policymakers should seek the
guidance and recommendations of nationally recognized consultants who possess
substantial expertise in education organization. An independent outside evaluation
of the present organizational structure by a third party, preferably a panel of experts
from diverse backgrounds and regions, would offer the least politicized and poten-
tially the most beneficial guidance on difficult issues.

Finally, policymakers must confront the formidable challenge of leveraging
higher performance from publicly supported institutions of higher education. In
recent years, dramatic increases in tuition or user fees have prompted widespread
concern about cost and access to higher education. At the same time, increasing
attention must be paid to the needs of the “new majority,” members of the
workforce with limited time and opportunity for education. Performance goals for
higher education must systematically recognize and determine the effectiveness of
Kentucky’s public universities.

Critical to continued effectiveness is cost reduction. Because institutions of
higher education face an almost certain future of declining reliance upon public
revenues, they must engage in organizational change. To leverage such engage-
ment, policymakers should strongly consider tying substantial funding incentives
and disincentives to demonstrated commitments to organizational change, to suc-
cessful tuition reduction strategies, to the full integration of technology into the
educational process, to creative and substantive measures of student outcomes, and
to the development of timely responses to the needs of working-age Kentuckians.

The Imperative of High Performance Organization.  Because any workforce
development strategy must address the demand side of the equation, strong public
focus must be brought to the cultivation of “high-performance organizations,” en-
terprises which are organized to capture the full potential of their most valuable
resource—human capital. Research offers powerful evidence that organizational
change in the private sector is in the public interest. It enables higher levels of pro-
ductivity and product quality; improves competitiveness; increases the likelihood of
a firm’s survival; enhances the quality of work life; and imparts important and
transferable community-building skills, such as leadership, teamwork and problem-
solving.

Because organizational change is now so closely linked to the capacity of firms
to compete in the global marketplace, many argue that, in its absence, public in-
vestment in workplace training will not yield dividends. Consequently, the ad-
vancement of high-performance organizations is becoming a central public strategy
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for workforce development, one the Commonwealth should move rapidly to make a
priority. Moreover, state government should act as an exemplar, moving quickly
toward high-performance organization, maximum efficiency and internal produc-
tivity.

Conclus ion

LIKE OTHER STATES, Kentucky seeks to create a responsive, fully integrated
workforce development system of the highest quality. Clearly, however, much work
is left to be done. Reform efforts continue to be hamstrung by traditions that inhibit
our very capacity to change, as well as our ability to benefit from change. But the
pressure for change is unlikely to abate. Public institutions must respond by making
many of the same adaptive organizational changes underway in the private sector.
While organizational change is difficult, time-consuming and sometimes painful,
the future capacity of Kentucky’s workforce and the future prosperity of the citi-
zens of the Commonwealth may depend on how rapidly we adapt to the demanding
context in which we live.

Realization of the ideal “system” for workforce development, unfortunately, is
not enough to ensure broad prosperity. Instead, many observers suggest that we also
must rebuild and restructure fundamental relationships in our society, particularly
the employee-employer relationship. Even as we discover more about the very di-
rect role this relationship plays in profitability and productivity, it is being severely
eroded in the United States. The long-term implications are disturbing.

Consequently, part of the work of capturing the fullest potential of Kentucky’s,
indeed the nation’s, workforce involves rebuilding and strengthening the social re-
lationships on which our economic strength depends. To do so, we must encourage
and enable employers to choose the high road, to commit to education, training,
participatory management, increased employment security and shared gains for
workers.

Clearly, prosperity is not merely a choice. Instead, it is the product of outcome-
oriented action. In this case, that action must be focused on the development of a
highly skilled workforce and on the cultivation of economic and social circum-
stances that will enable broad prosperity over the long term. The stakes are perhaps
higher than ever before. The prosperity that has eluded the Commonwealth’s grasp
throughout the 20th Century is the potential return on this investment of political
and institutional will.

While no investment strategy comes with a written guarantee of returns, the ab-
sence of one, in this case, does. Without knowledge and the skill it enables, the
working people of Kentucky face a bleak economic future. Peter F. Drucker envi-
sions the future as one in which knowledge workers ultimately will reckon with the
“social challenge” of how to treat non-knowledge workers.8 Rather than become the

                                                
8 Drucker, P.F. (1994, November) The age of social transformation. The Atlantic Monthly, 67.
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focus of a new social challenge, we envision a future in which Kentuckians will
figure prominently among those leaders who will shape a fair and just society.
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IN T R O D U C T I O N

. . . the emerging society . . . is the first society in which ordinary people—and that
means most people—do not earn their daily bread by the sweat of their brow . . . This is far
more than a social change. It is a change in the human condition.

Peter F. Drucker

THE WORLD OF WORK and the complex economic system which envel-

ops it are undergoing radical and virtually inescapable change. Few of us will
remain isolated from its impact, no matter where we live. Advances in com-
munications technology have accelerated the pace of global commerce,
minimizing the distances and differences that once complicated foreign trade.
Gradually, international trade agreements and computer software that will
soon enable real-time language translation9 are expected to dissolve lingering
obstacles to globalism. Enterprises and entrepreneurs are now glimpsing the
virtually unlimited expanse of markets, customers—and competition—that
lies before them. Many have already begun to experience the perils and prof-
its of the new world marketplace and to grasp the now critical importance of
how we work.

Perhaps only the Industrial Revolution, which ended the last century with
dramatic and disquieting change, offers a comparable transition. In recent
decades, our nation’s industrial workforce has contracted “faster and further”
than any in the world, even as U.S. production increased more than in any
nation but Japan.10 As history attests, such dramatic structural realignment
compels difficult, often painful adaptation. Once valued skills and services
are no longer needed; previously vibrant enterprises fade and die; and insti-
tutions with long histories of public service are rendered irrelevant and ob-
solete. In order to negotiate the structural change underway and seize the
opportunities it offers, comfortable habits of mind must be abandoned. New
social and economic orders must emerge. Workplaces and workers must

                                                
9 Cetron, M. (1994, May 10). Trends of the future (speech). Communities of the Future Conference, Bowling
Green, KY.
10 Drucker, 62.
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change, as well as the critical institutions which prepare individuals for entry
and re-entry into the world of work.

While adaptation to change is a gradual process, significant shifts are nev-
ertheless underway. New approaches to management are bringing critical fo-
cus to the organization of work and are gradually transforming historically
autocratic systems. The ranks of management are being thinned and reori-
ented, and unprecedented responsibility is being extended to millions of
frontline workers, many of whom can no longer rely on rote skills. Increas-
ingly, they are expected to continue learning and acquiring skills, to think
systemically, to analyze and solve problems, to work effectively in teams,
and to lead.

At the same time, the educational paradigm of the past is fading. The or-
der of education in youth followed by gradual ascension through the ranks of
a single organization no longer prevails. Slowly, hierarchical layers are
melting away, and learning is becoming central to every work life, an ongo-
ing process rather than a product we acquire and continue to use.

In turn, labor force quality is fast becoming the linchpin of the interna-
tional marketplace. The economic growth and wealth of nations has become
closely linked to the education of its citizens,11 just as the success of an indi-
vidual firm is increasingly dependent upon the quality of its labor force. In-
deed, workforce quality, not the enticements of states, now drives U.S.
industrial locations.12 Ultimately, the capacity of a firm’s, a state’s or a na-
tion’s workforce will become the principal determinant of profitability and
prosperity.

For workers and enterprises, the education payoff is already substantial.
According to the National Center on the Educational Quality of the
Workforce (EQW) at the University of Pennsylvania, investments in educa-
tion yield a “double payoff”; workers not only receive a well-documented 8
percent return on every year of education in the form of higher wages, em-
ployers realize an 8.6 percent gain in productivity with each additional year
of schooling.13 A national employer survey conducted by the Census Bureau
for EQW found that employers actually enjoy a greater return in productivity
from a 10 percent increase, roughly one year, in worker education (8.6 per-
cent return), than from 10 percent increases in hours worked (5.6 percent re-
turn) or capital stock (3.4 percent return). “The effect rises to 11 percent for

                                                
11 Sturm, R. (1993) How Do Education and Training Affect a Country’s Economic Performance? A Literature
Survey. Santa Monica, CA: RAND Corporation.
12 Lyne and Venable.
13 National Center on the Education Quality of the Workforce (NCEQW). (1995). The other shoe: education’s
contribution to the productivity of establishments. EQW Results, University of Pennsylvania, 2.
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the non-manufacturing sector—nearly three times the boost for a similar in-
crease in capital stock,” the Center found.14

AGAINST A BACKDROP of urgent national dialogue, states such as ours

are rushing to adapt institutions to structural change, sometimes in a piece-
meal fashion. In Kentucky, however, we have made important and widely
lauded efforts to consolidate many of our workforce training efforts under a
single cabinet, a move that has brought critical focus to policy that will figure
prominently in shaping our future. While full integration of our education
and training systems has yet to be achieved, the present structure could prove
fortuitous given the strong likelihood of dramatically changed and reduced
federal funding streams.

Additionally, Kentucky has been awarded federal grants to launch a
statewide school-to-work initiative and to establish one-stop career centers.
The latter will place emphasis on the needs of individuals now in the labor
force by providing citizen-customers with critical information about career
options, easing their entry into training and education, and ultimately,
strengthening our base of in-
formation about the effec-
tiveness of our delivery
systems.

In spite of the significant
gains we have made, a sub-
stantial skills gap remains to
be closed. The challenge be-
fore the Commonwealth is
made more difficult by our
historic reliance on agrarian, mining, and, later, manufacturing economies
that did not require an educated labor force. Indeed, our state and even our
nation, which enjoyed a long history of virtually uncontested manufacturing
prowess, come belatedly to the realization that quality education and prepa-
ration for work must become a national expectation.

While we have begun to lay the critical foundation for a quality system of
elementary and secondary education here in Kentucky, its full benefit will not
be realized for many years to come. It is estimated that 75 percent of Ken-
tuckians who are on the job today will be below retirement age in the year
2010. Consequently, concerted attention to improving the educational foun-
dation and the skills of our present labor force is critically important to our
future. Additionally, we have experienced substantial losses of youth popu-

                                                
14 Ibid., 2.
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lation that, in the absence of significant net in-migration, could deplete our
future labor force.

Kentucky also confronts the difficult challenge of integrating a substantial
portion of the population that has been marginalized by poverty into a system
of learning. This may prove to be the Commonwealth’s, indeed the nation’s,
most formidable challenge, one that will continue for decades to come, as
significant numbers of today’s children live in poverty. Those who are reared
in poverty are far more likely to be alienated from formal educational institu-
tions and far less likely to enjoy a social support system that might enable
and sustain re-entry. Moreover, many remain outside formal work systems
where much of the current training focus lies. Regardless of the difficulty of
raising workforce productivity and participation, the potential benefits to so-
ciety as a whole, as well as to individuals and their families, compel public
attention and investment.

While the issues surrounding the development of our labor force are com-
plex, fundamental questions lie at their core. We should expect answers to
these questions to change as our understanding of best practice is enriched
and as the needs of individuals and enterprises change. As we pursue “insti-
tutional intelligence”15 about public need and the most effective ways of
meeting it, two questions will likely remain constant:

• How do we achieve the proper balance between public and private
responsibility for training and education?

• How do we leverage the highest possible returns for citizens of the
Commonwealth from public investment in education and training?

We approach these questions with the understanding that, while similar to
those of many states, the needs of Kentucky are unique. Aligning public pol-
icy with the challenge of meeting those unique needs is the focus of this re-
port.

We begin this report with an assessment of our current situation: Ken-
tucky’s assets and liabilities, the present status of Kentucky’s workforce and
our responses to the need for workforce education and training. We then ad-
dress the issue of balancing public and private responsibilities for workforce
training. We conclude by exploring strategies to maximize returns on public
investment.

                                                
15 Fosler, 10.
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AS S E T S  A N D  LI A B I L I T I E S

THE CURRENT STATUS of Kentucky’s workforce is perhaps best de-

scribed as transitional. On a number of fronts, we are moving rapidly to meet
the challenge of the future and overcome a legacy of inattention to education.
But, more so than in any other region of the nation, the mantle of underedu-
cation and poverty weighs heavily on the South. It is particularly burdensome
for Kentucky, which has trailed most southern states in educational achieve-
ment throughout much of this century. As a result, the Commonwealth is not
only challenged to close education and training gaps but also to build a cul-
ture of learning on an historically weak foundation.

In spite of impressive gains on a number of human capital-building fronts,
many working age Kentuckians remain undereducated and qualified only for
low-skill, low-wage jobs. While
it holds enormous long-term
promise for today’s elementary
and secondary students, the
Kentucky Education Reform
Act (KERA) may not be enough
to change the face of the Com-
monwealth’s future. The vast majority of today’s workers did not benefit
from KERA. An aging population and a significant 1980-1990 decline in the
state’s youth population, which could deplete our future labor force, under-
score the importance of workers who are already on the job.

As a consequence, the quality of today’s labor force, the enterprises which
serve as the engine of our economy, and the teaching and training institutions
which support them are key to the future. Together, these factors will deter-
mine whether the Commonwealth cultivates, retains, and attracts high-skill,
high-wage enterprises. In short, prosperity over the long term may hinge on
how effectively and how quickly we elevate the capabilities of today’s work-
ers.

Prosperity over the long term may
hinge on how effectively and how

quickly we elevate the
capabilities of today’s workers.
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As illustrated, Kentucky
has made significant educa-
tional gains over the past 30
years, but the state’s working
age population remains un-
dereducated by a number of
measures. Most notably, the
1990 U.S. Census found that
more than one-third (36 per-
cent) of Kentuckians 25 years
and older did not have a high
school diploma, compared to
a national average of 24 per-
cent. Consequently, a sub-
stantial portion of the state’s
population possesses only

limited literacy capacity. The extent of the limitations posed by illiteracy and
limited literacy capacity will be more precisely determined by a comprehen-
sive statewide survey conducted for the Workforce Development Cabinet, the
results of which are now being analyzed by the University of Kentucky's
Martin School of Public Administration. Nationally, the federal government
estimates that illiteracy costs U.S. businesses $225 billion a year in lost pro-
ductivity.16 In states with low literacy capacity, such costs are likely to be
disproportionately higher.

While there is no assurance that a diploma or even a degree, for that mat-
ter, ensures basic skills, this standard measure of capacity is likely to improve
in the Commonwealth. Kentucky’s adult population without a high school
diploma will, in all likelihood, continue to decline, perhaps sharply, over the
coming years. Population estimates from the 1990 US Census show, for ex-
ample, that 41.7 percent of Kentuckians who did not possess a high school
diploma in 1990 were age 60 or older. Moreover, the majority (56.8 percent)
of those Kentuckians who have received the least formal education, no more
than eight years, were 60 years or older in 1990. Both the value placed on
education and the educational achievement of Kentuckians are clearly rising
among younger generations.

According to data compiled by the Department for Adult Education and
Literacy, Kentucky continues to chip away at the ranks of undereducated citi-
zens through literacy training, GED preparation, and testing. While the rates
of successful completion of GED tests have declined since the test was re-

                                                
16 Reese, S. (1996, April). Illiteracy at work. American Demographics, 14-15.
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vised in 1988 to assess critical thinking skills and writing ability, 179,207
Kentuckians were awarded GED certificates between 1980 and 1994. Many
more are now in preparatory phases.

From 1985 to 1987, Kentucky led the nation with a 24 percent increase in
the ranks of those taking the GED test. This period of expanded participation
underscores the importance of raising public awareness of the correlation
between formal schooling and wage levels. While increased testing during
the period is attributed in part to knowledge of planned revisions to the test
that would increase its difficulty, the larger context also served to reinforce
the growing connection between high skills and high wages. The Toyota
plant, which was announced in 1986, brought a substantial block of jobs to
Kentucky that were out of reach for those without a high school education. A
strong private sector emphasis on GED testing and activist state officials also
helped push participation levels during the period.

Anecdotal evidence, however, suggests that too many high school gradu-
ates, particularly those who do not express an interest in college, are poorly
prepared to meet the demands of today’s workplace, a problem that is not
unique to Kentucky. While high-school graduates of the past were often able
to prosper in manufacturing jobs that required only the basic skills acquired
in high school, today’s high-wage jobs demand post-secondary training be-
yond high school or, at a minimum, a strong foundation in communications
and math, as well as computer skills. Unfortunately, too few graduates have
that foundation in place.

A recent Wall Street Journal article, for example, detailed searches by
manufacturers for qualified applicants and the subsequent rejection of huge
pools of poorly prepared high school graduates. In Owensboro, Kentucky,
only 10,000 or 70.5 percent of 14,176 applicants for work at Scott Paper
Company’s new tissue production plant passed an initial screening. Another
4,000 of those applicants failed a standardized English and high school alge-
bra test.17

Further evidence of deficits was found by the Kentucky Science and
Technology Council in a series of workplace focus groups and on-site inter-
views involving organizational leaders, managers, and workers. They identi-
fied “significant and pervasive” deficiencies in reading, mathematics,
teamwork, communication, facilitation of work among employees, and the
willingness to change and learn new things.18 Many employers cited the in-
ability of workers—traditionally trained to take direction and perform one

                                                
17 Narisetti, R. (1995, September 8). Manufacturers decry a shortage of workers while rejecting many. The Wall
Street Journal, A1, A4.
18 Daly, B., Hackbart, M., Kimel, K., Miller, K., and Straus, C. (1994). Creating the High Performance State.
Lexington, KY: Kentucky Science and Technology Council, 20.
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task—to learn new things and think for themselves as the attribute most
likely to obstruct the path to high performance. For example, one Kentucky
CEO observed:

The traditional education system was built around a model of man-
agement that we have practiced for many years—one that does not em-
power. Within this global economy, our needs change faster than
educational systems can . . . [As a result] we have to retrain and re-
educate employees we thought were educated when they came to us.19

Observations such as these not only underscore the shortcomings of new
workplace entrants but also those of firms that have not undergone organiza-
tional change. The cultivation of "high-performance" firms, those which are
socially and physically organized to achieve maximum productivity and
product quality, helps ensure a demand for highly skilled and highly paid
workers. Unfortunately, many Kentucky firms have not undergone the or-
ganizational change that global competition demands, creating a potential
gap between supply and demand for skilled workers.

Aside from the undereducation and poor adaptive skills of the current
workforce, an additional cause for concern is workforce participation. Less
than 57 percent (47th in the U.S.) of Kentucky’s total working age population
is counted among workforce participants, compared to a national rate of 67
percent.20 The cause of this startlingly low workforce participation rate can,
in no small part, be traced to educational deficiencies. An estimated 54 per-
cent of nonparticipating members of the labor force have less than a high
school education, compared to only 19 percent of active participants.21

Reaching nonparticipants who are outside of formal work systems poses a
particularly difficult challenge.

On a brighter note, Kentucky’s workforce has demonstrated in several
arenas that, with appropriate training in a high-performance environment, it
can indeed produce globally competitive results. More than a decade ago,
Ford’s Louisville Assembly Plant committed to organizational change and, in
the process, expanded education and training that enabled employees to
transform ideas into innovations. The plant, which appeared to be headed
toward closure in the early 1980s, was transformed into a model of quality
and productivity. It has subsequently undergone significant expansion as de-
mand for its products continues to escalate. Today, Louisville workers build
two of Ford’s most popular models.

                                                
19 Daly et al., 23.
20 LRC (1992), 2.
21 Salzman et al., 8.
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The Toyota plant in Georgetown continues to serve as an international
exemplar of quality, efficiency and performance, as it has since operations
began in 1988. Its Kentucky employees, who receive between 40 and 50
hours of classroom training each year plus continual on-the-job training, have
been credited by the company’s CEO with world-class productivity, among
the best of Toyota’s many operations.

After spending an estimated $400,000 to identify its current staff of 230
employees, the Scott Paper Company has also garnered impressive results in
Kentucky. By providing employees with at least 740 hours of intensive
training in topics ranging from use of Microsoft Windows software and lab
tests for fiber strength, to operating forklifts and handling confrontations with
co-workers, Scott was able to successfully implement a strategy to pare man-
agement and, in doing so, limit staff needs to half those at comparable pro-
duction facilities.22

While improvements in public education offer promise for our future
workforce, it is important to recognize that the present workforce, despite its
deficiencies and shortcomings, must carry Kentucky through what may prove
to be pivotal years in its history. Unfortunately, high-skill, high-wage jobs are
the exception in the Kentucky economy, which is dominated by smaller, of-
ten under-capitalized enterprises. Clearly, the future prosperity of working
Kentuckians depends not only on the skills they bring to their workplace but
the organizational strategies their workplaces bring to the international mar-
ketplace. Because of the anticipated long-term participation of the current
labor force and the potentially debilitating impact its shortcomings could
have on the products of future KERA generations, it is imperative that the
need to train, retrain, and provide fundamental education to adult Ken-
tuckians be met in the most efficient, most effective manner.

                                                
22 Narisetti, A1.
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AN S W E R I N G  T H E  CH A L L E N G E

America stands out among advanced nations as having a unique set of approaches to
education, training, school-to-work transition and overall labor market policy. Our
approaches have served us well in the past. They will not serve us well in the future.

Commission on the Skills of the American Workforce, 1990

SUBSTANTIAL NATIONAL RESOURCES—more than $300 billion in fed-

eral, state and local funds23—are dedicated every year to the challenge of
educating and training the U.S. workforce. It is a challenge that is becoming
more difficult and demanding with the advance of globalization and technol-
ogy, as well as the many changes these forces are fostering. Steadily, the ex-
pectations of workers and, in turn, the institutions which prepare them, are
rising.

Over the coming years, much of the administrative and fiscal responsibil-
ity for meeting this rising challenge is expected to shift to the states. While
state governments are already the primary administrators of education and
training, the federal government controls both the purse strings and the pro-
grammatic parameters of many of the nation’s job training programs. The
purse strings for these programs are likely to tighten over the coming years as
deficit reduction initiatives get underway. As resources for workforce devel-
opment contract, responsibility for decisionmaking may expand. As a conse-
quence of these anticipated changes, the Commonwealth will be challenged
to adapt its present workforce development system to new fiscal and admin-
istrative realities and to discover the most cost-efficient and effective deliv-
ery systems.

                                                
23 Commission on the Skills of the American Workforce, 53.
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Common Purpose

WHILE THE FISCAL CHALLENGE is likely to rise, there is remarkable

consensus on the direction workforce development initiatives must take. Like
other reform-minded states, many of Kentucky’s efforts have been shaped by
the findings of a 1990 report on the future of education and training in
America, prepared by the Commission on the Skills of the American
Workforce for the National Center on Education and the Economy. The bi-
partisan Commission, which was headed by two former U.S. Secretaries of
Labor, concluded that a national system was needed to train workers and or-
ganizations to become more competitive and achieve higher levels of per-
formance. The Commission’s report, America’s Choice: high skills or low
wages!, outlined four broad and far-reaching recommendations that have
since been translated into reforms at both the state and national level:

• Develop a national certification system for elementary and secon-
dary schools, a Certificate of Initial Mastery (CIM) to be awarded
to those students who demonstrate mastery of specific real-world
skills at various education levels.

• Develop a system of classroom work and job training to prepare in-
dividuals who receive their CIM to meet the skill standards of high-
performance work organizations.

• Create programs and incentives to encourage businesses to adopt
high-performance work organization strategies, including spending
a portion of the firm’s budget on worker training.

• Develop a national labor market system that embraces these new
standards and organizational techniques.24

At the national level, many aspects of these reforms are being instituted or
tested. In 1995, for example, a 17-state consortium drafted standards in math,
science and English language arts as part of the Certificate of Initial Mastery
(CIM) system. This group, called New Standards, has also started to develop
a performance assessment system to evaluate elementary, middle school and
secondary students on standardized tests. In 1994, Congress passed the
School-to-Work Opportunities Act which authorized funds for states and lo-
calities to launch school-to-work transition systems designed to introduce
young people to work and more closely align education with workplace
needs. In addition, a new National Skill Standards Board was created in 1994

                                                
24 Commission on the Skills of the American Workforce, 69-90.
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to develop a system of occupational skill standards which meets the needs of
high-performance employers.

Legislation was also brought before Congress in 1994 to create a national
labor market system. The Clinton Administration proposed the creation of
“one-stop” career centers where workers could learn about available jobs, the
skills and credentials needed for those jobs, and enroll in training.”25 While
Congress did not enact the legislation, states have begun to embrace this pilot
program designed to create local labor market systems. The Administration
and the new Congress also have been exploring other proposals such as job
training vouchers, block grants and alternative forms of training and educa-
tion entitlements as additional methods to improve the quality of the nation’s
workforce.

Kentucky has translated many of these concepts into its own policy initia-
tives. The Kentucky Education Reform Act (KERA) is widely recognized as
the most comprehensive school reform initiative in the nation. KERA’s em-
phasis on critical thinking skills, system accountability for student perform-
ance, and periodic assessments establishes a solid educational foundation on
which the state’s future workforce can build.

The reforms of post-basic education and training, while substantial, have
been more limited in scope than KERA. However, the move to streamline the
state’s workforce training delivery system with creation of the Workforce
Development Cabinet in 1990 is nationally recognized as an organizational
model. The real benefits of this structural alignment can be expected to mate-
rialize over the long term as a series of initiatives coalesce. Among them are
a comprehensive school-to-work initiative now in the development stage and
one-stop career centers.

In 1994, Kentucky became one of eight states to win a federal grant to de-
velop a comprehensive school-to-work program that will strengthen the link
between the reforms of KERA and the workplace. An anticipated $24 million
over the next five years will fund joint ventures of business, labor, education,
and government in labor markets throughout the state. The Kentucky
Workforce Partnership Council will coordinate the program and assist local
partnership councils in the state’s 22 labor markets by implementing regional
strategies to prepare students for the workplace. These strategies include
fostering apprenticeship programs and on-the-job training, designing school
curricula, and offering other forms of technical assistance to students,
schools and businesses.

                                                
25 National Center on Education and the Economy (NCEE), Workforce Skills Program. (1995). Building a System
to Invest in People: States on the Cutting Edge. Washington, DC: NCEE.



C H O O S I N G  P R O S P E R I T Y

14

The Cabinet is also developing a statewide one-stop service delivery sys-
tem to assist employed and unemployed adults and employers in accessing
the state’s educational, employment and training resources. Kentucky was
one of only four states to receive a federal grant for both a school-to-work
initiative and one-stop career center development. Nearly $10 million will be
disbursed over the next three years to establish one-stop centers in identified
labor market areas.

Another reform of Kentucky’s post-secondary education system that re-
flects unifying national purpose was the creation of the Interagency Commis-
sion on Education and Job Training Coordination. The Commission serves as
an advisory body that identifies opportunities for cooperation between busi-
nesses, state agencies and educational institutions, and recommends strate-
gies to improve collaboration and efficiency. The Commission is also
charged with advancing the widely touted goal of “seamlessness,” by ensur-
ing maximum transferability of credits between state-supported institutions.26

The problem of the transferability of college and technical school credits
among institutions, for example, was estimated to have cost students more
than $350,000 in 1992 alone.27 While much work has been done to address
the problem, obstacles remain.

The future is expected to spawn dramatic change throughout Kentucky’s
extensive workforce development infrastructure, an overview of which fol-
lows.

Kentucky’s Delivery System

KENTUCKY IS HOME to an extensive public infrastructure dedicated to

meeting the training and education needs of the present and future workforce.
The numerous state and federal programs designed to train Kentucky’s
workforce include such traditional institutions as universities and community
colleges, vocational and technical schools, apprenticeships, and on-the-job
training, as well as newer programs, such as the school-to-work initiative and
one-stop career development centers.

                                                
26 Governor’s Commission on Quality and Efficiency. (1993, November 1). Workforce Training: Final Report and
Recommendations, Frankfort, KY.
27 Ibid.
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As illustrated in Table 1, the state’s overall effort to train and educate
Kentucky’s workforce depends nearly equally upon federal and state appro-
priations. In 1994, approximately 87 percent of the state’s general fund ap-
propriations for post-secondary education and training went to higher
education, which has experienced steady declines in the portion of its reve-

nues provided by state dollars in recent years. Moreover, higher education is
far more vulnerable to changes in federal programs than Table 1 suggests. If
student loan programs were to be substantially reduced, as recent congres-
sional proposals advocated, the huge pool of “agency funds” or tuition on
which higher education now depends would be at risk.

A substantial loss of federal funds earmarked for job training may have a
potentially severe impact on programs administered by the Workforce De-
velopment Cabinet. Only the Cabinet’s Department of Technical Education,
which administers the Kentucky Tech program, depends principally upon
state funds. By contrast, the Office of Training and ReEmployment, which
administers the Jobs Training Partnership Act, and Employment Services,
which merged with the Cabinet in 1995, rely almost exclusively on federal
funds.

Congress’ proposed “devolution” of power over spending priorities and
program administration to the states would replace formulaic funding for
specific programs with block grants, lump sum payments with general
spending criteria. While state governments would have greater control over
spending decisions, they would have fewer dollars to spend. According to
one estimate of a U.S. Senate proposal to consolidate 91 federally funded

TABLE 1
Kentucky’s Workforce Development Delivery System

FY 1994 Appropriations
(in thousands)

System General Fund
Appropriation

Agency
Funds

Federal
Funds

Total

Higher Education $697,845 $915,690 $167,006 $1,780,541
Workforce Development Cabinet:

Dept. for the Blind
Dept. for Adult Education & Literacy
Dept. for Vocational Rehabilitation
Dept. for Technical Education
Other

84,270
1,319
6,125
6,416

55,845
14,565

42,738
4,050
2,692
2,555

30,943
2,498

84,833
7,105
8,992

34,991
29,491
4,254

211,841
12,474
17,809
43,962

116,279
21,317

Employment Services 0 5,146 415,784 420,930
Job Opportunities & Basic Skills 8,122 0 14,878 23,000
Secondary Vocational Education 6,376 383 6,983 13,742
Bluegrass State Skills Corp. 3,600 0 0 3,600
TOTAL $800,213 $963,957 $689,484 $2,453,654
Source:  Budget of the Commonwealth, 1994-1996
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training programs into a single $7 billion block grant, job training funds
would be cut by 15 percent in 1998.28

The programs hardest hit would obviously be those most reliant upon fed-
eral dollars. Vocational education and adult training could lose up to $5.2
million in federal money under the House proposal. Other programs, such as
those allocated under the Job Training Partnership Act (JTPA), could lose up
to $21 million next year alone. Future cuts in federal spending could seri-
ously impede Kentucky’s ability to meet education and training needs, unless
policymakers cultivate new sources of funding and maximize the effective-
ness of remaining funds.

In spite of efforts to increase efficiency through collaborative relationships
between agencies, a range of factors continues to undermine the unity of pur-
pose, process and product that Kentucky's workforce development system
must achieve. While the expected trends of diminishing federal funds and
broadening competition for state funds may only intensify institutional ri-
valry, they also underscore the absolute necessity of greater institutional ef-
fectiveness and efficiency. At a minimum, the system must become far more
collaborative. Ultimately, however, it may be necessary to streamline and
restructure it in order to maintain critical workforce development initiatives
and achieve higher returns on public investment.

Higher Education�  Kentucky’s public universities and community col-
lege system have historically been the most significant state resource for edu-
cating the future labor force, one to which a substantial portion of state
resources has been dedicated. The state’s public system is augmented by 19
private two- and four-year colleges which provide post-secondary educa-
tional opportunities across the state. Institutional support for Kentucky’s
publicly supported institutions of higher education is provided by the Council
on Higher Education (CHE) and the Kentucky Higher Education Assistance
Authority (KHEAA).

Broad recognition of the pivotal role higher education plays in workforce
preparation is evidenced by the substantial increases in enrollment these in-
stitutions have enjoyed in recent years, particularly the community colleges.
(A detailed summary of community college system programs appears in the
appendix to this report.) While overall enrollment at state-supported institu-
tions of higher education increased 39 percent between 1984 and 1993, en-
rollment at the community colleges soared by 104 percent. Importantly, many
of the students at Kentucky’s state-supported universities and community

                                                
28 Kelly, K., Melcher, R.A., Garland, S.B., and Zellner, W. (1995, August 7). Power to the states. Business Week,
49.
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colleges are non-traditional, that is, 25 years of age or older. As enrollment
increased over the most recently reported decade, so too did non-traditional
enrollment, up from 36 percent in 1984 to 41 percent in 1993. By 1993,
nearly half of students at the state’s community colleges were 25 years or
older.

The lion’s share of state funds (87 percent) dedicated to the array of post-
secondary workforce training and education initiatives helps finance the
state’s eight universities, including the University of Kentucky Medical
Center and agricultural experiment stations around the state, and 14 commu-
nity colleges. Nevertheless, the state has lost significant ground in its support
of higher education. What seems like a generous contribution to higher edu-
cation is in fact one of the lowest in the southeast United States. Over the
most recent decade, Kentucky’s state-supported institutions experienced the
region’s largest decline in expenditure per full-time student, according to the
Southern Regional Education Board. Kentucky’s spending per full-time stu-
dent fell 17 percent, even as enrollment grew at one of the fastest rates in the
Southeast. Enrollment at Kentucky’s state-supported institutions of higher
education increased 31 percent over the last decade, compared to a 24 per-
cent average for the South. Southern colleges made funding gains that aver-
aged 23 percent over the same time period, while institutions in Kentucky
enjoyed only an 8 percent increase in funds.29

As illustrated, appropriations for higher education reached $1.8 billion in
1994. While direct federal funds, excluding indirect receipts of federally
backed student loans,
provided less than 10
percent of funding for
higher education, they
nevertheless constituted
nearly $170 million of
higher education reve-
nues. While general fund
appropriations provided
almost 40 percent of
funding for higher edu-
cation, agency funds de-
rived from tuition and
other sources of revenue, including sales to the public, met 51.4 percent of
appropriations.

                                                
29 Muhs, A. (1995, September 7). Ky. college funding drops most in region. Lexington Herald-Leader, B1.
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The ratio of general fund appropriations to tuition has changed substan-
tially. Ten years ago, the state contributed $4 for every dollar a student paid
in tuition. Today, the state contributes only about $2.50 for every dollar paid
in tuition.30 As a consequence of increased reliance on tuition as a source of
revenue, the Commonwealth’s most important workforce development re-
source has become more expensive, possibly less accessible to many Ken-
tuckians, and more vulnerable to federal cuts in student loan programs.

Rising tuition rates have paralleled the decline in state support for higher
education, as public institutions have replaced a substantial portion of lost
state revenue with higher “user fees.” While general fund contributions to the
state’s public universities and community colleges increased by $240 million
over the most recent decade, expenditures increased $778 million. Tuition’s
contribution to revenue increased $154 million.31 Over the course of the dec-
ade, the general fund contribution to higher education in Kentucky declined
from 47 percent of overall university and community college budgets in
1983-84 to 39 percent in 1993-94, a trend mirrored in states around the na-
tion, as education dollars are crowded out by spending in such areas as cor-
rections, health care and human services.

Emerging trends in other states suggest that higher education’s share of
public resources may continue to decline. In California, considered a bell-

wether state by
many, spending for
corrections has risen
dramatically and is
expected to continue
rising with imple-
mentation of “three-
strikes - you’re - out”
legislation. Spending
for  correct ions

threatens to crowd higher education completely out of the California state
budget in coming years, a 1994 RAND Corporation study predicts.32 In 1995,
California state spending for corrections actually consumed more of the state
budget (9.9 percent) than spending for higher education (9.5 percent).33

                                                
30 Schirmer, P., Childress, M.T. and Nett, C. (1996). $5.8 Billion and Change. Frankfort, KY: Kentucky Long-
Term Policy Research Center, 12.
31 Kentucky Council on Higher Education. (1995, July). Kentucky Higher Education, 1985-1994 Information
Digest, Frankfort, KY.
32 Carroll, S.J., McCarthy, K.F., and Wage, M. (1994, Fall). California’s looming budget crisis. RAND Research
Review, RAND Corporation, Santa Monica, CA, 2-4.
33 Butterfield, F. (1995, April 12). New prisons cast shadow over higher education. The New York Times, A12.
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Importantly, federal dollars also met an expanding share of higher educa-
tion revenues in Kentucky, up from 9 percent of revenue in 1983-84, to 11
percent in 1992-93. Overall, federal funds to higher education in Kentucky
rose $105,645 million or 59 percent.34 Cuts in federal funds could not only
have an adverse effect on revenue streams to Kentucky’s university system
but also on students, who would likely assume part or possibly all of the
added cost burden in the form of higher tuition and fees. And, were federal
student loan programs to be cut, as recent congressional budget-cutting ini-
tiatives have sought to do, the fiscal impact on state universities could be
dramatic.

Some, however, argue that federal student loan programs have removed
incentives for cost reduction and, in effect, enabled higher education institu-
tions to avoid painful restructuring and reorganization.35 Instead, institutions
have shifted costs to students who have ready access to federally backed
loans that continue to meet uncontained, rising costs. As a consequence, fed-
eral outlays and debt burdens are mounting to record heights. Total U.S. bor-
rowing nearly doubled over the most recent decade.36

Cabinet for Workforce Development.  As part of the education reforms
instituted in 1990, the General Assembly created the Cabinet for Workforce
Development to bring an array of adult education and training agencies under
one umbrella. Not surprisingly, streamlining the organizational structure has
been a primary objective of the Cabinet since its inception, prompting peri-
odic reorganization and incorporation of other agencies and departments
identified with adult education and training. The consolidation of programs,
however, remains incomplete and the fiscal future of the Cabinet’s core pro-
grams uncertain.

Today, the Workforce Development Cabinet provides training and com-
plementary services through its Departments for Adult Education and Liter-
acy, the Blind, Vocational Rehabilitation, Technical Education, and
Employment Services, as well as the Office of Training and ReEmployment,
which administers the federal JTPA. In 1994, these departments and offices
served more than 200,000 Kentuckians. The Cabinet's most recent addition,
the Department for Employment Services, provides job placement, conducts
labor market analyses, and administers the state's unemployment insurance
program. Employment Services, which relies almost exclusively (99 percent)
on federal funds, brought a budget to the Cabinet that exceeded past appro-

                                                
34 Ibid.
35 Fiske, E.B. (1995, December 12). Aftermath of easy college loans are crushing debt, higher tuition. Lexington
Herald-Leader, A11.
36 Ibid., A11.
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priations for all other programs combined. (A detailed summary of the pro-
grams administered by the Cabinet appears in the appendix to this report.)

Many of the programs administered by the Workforce Development Cabi-
net focus on reaching people who are outside formal systems, the disabled
and the undereducated, for example. The efforts of Adult Education and Lit-
eracy, which are critical to reducing the ranks of Kentuckians who lack basic
skills and basic credentials, are, however, frustrated by declining enrollment
and poor retention. Department officials cite the ready availability of low-
wage, low-skill jobs in the state as an obstacle to participation. Many would-
be participants are forgoing the long-term benefits of training and education
for the short-term rewards of low-skill jobs. Nevertheless, participation in the
industry-oriented programs of Kentucky Tech has climbed slowly, inching
upward by 2 percent for the 1995-96 year.

As with higher education in general and the community colleges in par-
ticular, significant pressure exists to increase funding for programs adminis-
tered by the Workforce Development Cabinet. Unlike higher education,
however, the offices and departments administered by the Cabinet rely heav-
ily on federal funds. While federal dollars for higher education, $180 million
in 1993-94, exceed those dedicated to Workforce Development Cabinet pro-
grams ($133 million), the portion of Cabinet funds which derive from federal
sources is far greater.

As illustrated, nearly
$211.8 million was appropri-
ated to the Cabinet in Fiscal
Year 1994, 40 percent of
which was federal. Impor-
tantly, these figures do not
include the Department for
Employment Services, which
was located in the Cabinet
for Human Resources until
mid-1995. If appropriations
to Employment Services
were included, the share of

appropriations to the Workforce Development Cabinet provided by federal
funds would increase to almost 80 percent.

As a consequence of anticipated federal cuts, the future of many
Workforce Development Cabinet initiatives may be in jeopardy. Because
many of these programs address fundamental inadequacies in Kentucky’s
educational makeup, the impact of funding losses could be severe.

FIGURE 3
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Other Training Initiatives.  As previously noted, some training initiatives
remain outside the purview of the Workforce Development Cabinet, diluting
the focus of job training efforts and making it difficult, if not impossible, to
achieve and sustain a long-term vision for the workforce of the Common-
wealth. Nevertheless, some, namely the Bluegrass State Skills Corporation,
offer a worthy model for public-private collaboration that should be broadly
emulated.

Bluegrass State Skills Corporation.  Formed in 1984, the Bluegrass State
Skills Corporation (BSSC) is an independent, quasi-public corporation
charged with establishing and operating customized, industry-specific train-
ing programs. Located within the Economic Development Cabinet, BSSC
oversees the distribution of state funds and credits for job creation and pres-
ervation through training. Its role is closely linked to industrial incentives
aimed at job creation and retention, hence its present location in the Eco-
nomic Development Cabinet. Over the course of Fiscal Years 1991-1994,
BSSC served an average of 23,500 workers and 190 firms a year.

The BSSC is governed by an 18-member board of directors, including
representatives from business, government, education and labor.37 Its primary
mission is to administer funding for the state’s industry-specific training pro-
gram.38 The BSSC does not provide training or facilities. Rather, it facilitates
the use of capital, equipment and resources for training by providing grants
to private businesses which customize specific training programs with the
assistance of local educators. Companies and educational institutions must
submit a grant application that outlines a joint plan for training and instruc-
tion and assures the company will provide at least a dollar-for-dollar or in-
kind match for the amount of the BSSC grant.39 The BSSC Board of Direc-
tors must approve all applications. The appendix of this report provides
greater detail on the process of securing training through BSSC and the types
of training provided by BSSC.

BSSC relies solely on general fund appropriations, but because the BSSC
has been given special authorization by the General Assembly to carry for-
ward cash balances, it is difficult to accurately assess spending. The current
carry-over from one fiscal year to the next makes the relationship between
expenditures and appropriations unclear. For example, in FY 1994 the BSSC
was appropriated almost $4.2 million from the general fund,40 yet total FY

                                                
37 Bluegrass State Skills Corporation (BSSC). (1993). Annual Report, FY 1992-1993, Frankfort, KY.
38 For example, the Economic Development Cabinet and BSSC shared the administrative and fiscal responsibilities
of retraining workers at the General Tire facility in Mayfield during FY 1990 through FY 1993.
39 BSSC (1993).
40 Commonwealth of Kentucky. (1994). 1994-1996 Budget of the Commonwealth.
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1994 expenditures were less than $2.3 million.41 In contrast, state appropria-
tions for the BSSC have been remarkably close to the four-year average an-
nual expenditure. In the past four years, the state has appropriated
approximately $3.6 million annually to the BSSC, while the average annual
expenditure for BSSC-approved training programs was more than $3.5 mil-
lion per year from FY 1991 to FY 1994.42

Job Opportunities and Basic
Skills.  The Job Opportunities and
Basic Skills (JOBS) Program in the
Cabinet for Families and Children is
federally mandated to provide educa-
tion, training, and employment op-
portunities for recipients of Aid to
Families with Dependent Children
(AFDC). While some recipients are
exempt, most are encouraged and
some are required to participate in the
JOBS Program, which operates in 92

counties across the state.43

JOBS offers a variety of services, including assistance in acquiring adult
basic education skills, General Education Development Certificates (GED),
or access to other educational facilities or programs. JOBS also provides
some basic assistance with job searches, child care and transportation assis-
tance. In FY 1994, the JOBS program received more than $23 million in ap-
propriations. Of that, approximately 65 percent was federal money.

                                                
41 BSSC. (1994). Annual Report, FY 1993-1994, Frankfort, KY.
42 BSSC. (1995, July 11). Projects Summary, Frankfort, KY.
43 Kentucky Cabinet for Human Resources, Department for Social Insurance. (1994). Job Opportunity and Basic
Skills (JOBS) Fact Sheet, Frankfort, KY.
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Education, Arts and Humanities Cabinet and the Justice Cabinet.  With
expenditures just over $2.4 billion in FY 1994, the Department of Education
accounts for almost 100 percent of the total budget of the Education, Arts,

and Humanities Cabinet.44 The
Department of Education oper-
ates and administers vocational
education and training programs
through the Division of Secon-
dary Vocational Education. Lo-
cated in the major program area
of Learning Support Services,
the Division of Secondary Vo-
cational Education provides
technical assistance, consulta-
tive services and staff develop-
ment to vocational education

programs in local school districts and area vocational education centers. The
Division of Secondary Vocational Education served more than 134,000 stu-
dents under a budget of $13.7 million for FY 1994. Of that total, more than
half (almost $7 million) came from federal funds.

Under the supervision of the Justice Cabinet, the Department of Correc-
tions administers an educational program in each of its adult correctional in-
stitutions. This program’s general fund expenditures totaled more than $3.2
million in FY 1994. The majority of the expenditures were for education
programs at adult corrections institutions. More than 3,000 inmates at Ken-
tucky correctional facilities received some kind of adult education. The De-
partment of Corrections educational program did not receive any federal
money.

Conclusion

KENTUCKY STATE GOVERNMENT has marshaled an impressive array of

programmatic responses to workforce development needs. KERA has begun
to systematically address the critical-thinking skills that future workforce en-

                                                
44 Commonwealth of Kentucky.
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trants will need; the state’s emerging school-to-work initiative will help
strengthen ties between workplaces and critical preparation; and one-stop
career development centers will streamline program delivery and give indi-
viduals unprecedented access to options and opportunities. Most of the
workforce preparedness agencies and responsibilities have been consolidated
under a single cabinet, and the business community of Kentucky is becoming
more involved in decisionmaking about vocational education curricula and
training investments.

Things look right on paper, yet we continue to face formidable gaps in
workforce readiness and institutional responsiveness. Many of our firms are
low-skill industries that have not adapted to the global context, and Ken-
tucky’s working age population is among the most undereducated in the na-
tion. In spite of our concerted efforts, the goal of “seamlessness,” a cohesive,
accessible system of education and training, remains unrealized. Redundant
programs, institutional rivalry, poor response to customers, poor alignment of
training with job markets, inaccessibility, and a host of other problems con-
tinue to inhibit the effectiveness of education and training efforts that are
critical to Kentucky’s long-term social and economic well-being.

The lingering gap between vision and outcomes underscores the impor-
tance of discovering an appropriate collaborative balance between the public
and private sectors and maximizing returns on public investment. As we con-
front the immediate possibility of reductions in already inadequate public re-
sources for workforce development, these objectives take on a new urgency.
In the following chapters, we discuss ways the Commonwealth can begin to
answer the workforce development challenge and better prepare workers and
workplaces for the 21st Century.
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BA L A N C I N G  PU B L I C  A N D

PR I VAT E  RO L E S

Workforce development issues involve an intertwining of the private and public
sectors, where ground rules are new, and the respective responsibilities of each sector
have not been well defined.45

William Huston
Secretary,

Workforce Development Cabinet
1991-1995

THE RELATIONSHIP between socioeconomic progress and the health of

those enterprises which fuel commerce and investment is perhaps too obvi-
ous to state. They are inextricably linked. Both public and private efforts to
train and educate the workforce yield broad-based benefits, enabling higher
levels of efficiency, productivity and prosperity. Nevertheless, public and
private roles are often blurred and uncertain, and the absence of an institu-
tionalized bridge between workforce preparation and the real world of work
continues to inhibit the effectiveness of both sectors.

While we have an extensive state and national infrastructure for workforce
education and training, it remains poorly linked to the world of work—where
expectations are steadily rising. Research, for example, shows that employers
routinely disregard academic performance when selecting new employees. In
a national survey of firms conducted by the U.S. Bureau of the Census for the
University of Pennsylvania’s National Center on the Educational Quality of
the Workforce (EQW), academic performance ranked ninth overall, near the
bottom of a list headed by attitude, communication skills and previous work
experience.46 At the same time, significant percentages of high school gradu-
ates are often rejected for entry-level positions. Most are prepared only for
low-skill jobs that now are almost exclusively low-wage jobs. Among all
workers, employers estimate that one in five is not fully proficient at his or

                                                
45 National Center on Education and the Economy, 19.
46 Zemsky and Iannozzi, 6-7.
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her job,47 a situation that reflects rising skill demands as well as poor prepa-
ration for work.

Among the most difficult challenges policymakers confront is striking the
appropriate balance between public roles, those which contribute to the pub-
lic good and advance long-term goals, and private roles, those which contrib-
ute to the profitability of enterprises. Clearly, significant interdependence
exists between the two roles, as each sector benefits from the other’s contri-
bution, but the public good is not always served by private gain and vice
versa. And, while both the public and private sectors exhibit strengths in
their assumed roles, neither is as effective as it must become in order to meet
the formidable challenges of globalization and technological advancement.
Employers make minimal commitments to frontline workers and to the de-
velopment of basic skills, a need that public resources cannot fully meet.
Consequently, policymakers must discover ways of realizing the highest pos-
sible return to citizens from public investment and leveraging greater private
involvement and commitment.

The necessity of improving coordination of the design and delivery of
public and private workforce development strategies is underscored by the
specter of further limitations on already strained public resources and ex-
panding public and private demand. Moreover, the capacity of the public
sector to meet this demand for services will almost certainly be diminished in
the coming years. Had the public-private link been historically strong, the
vast public resources now committed to workforce development would, in all
likelihood, be geared less toward closing gaps and more toward the optimum
lifelong learning model to which we aspire.

Defining Differences

THE DIFFERENCE between public and private roles in workforce devel-

opment is essentially one of goals. Ideally, government investment in
workforce development serves the common good and yields broad public
benefits. While private sector investments in training and education often
provide significant public returns, they are generally focused on increasing
returns to a far more narrow sphere of beneficiaries, namely shareholders.
And, as recent history has shown, dividends to shareholders do not always

                                                
47 Zemsky and Iannozzi, 4.
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correlate with broad public benefit. In spite of a 45-year high for corporate
profits in mid-1995, wage and income growth remained sluggish and em-
ployers continued “to drive down costs as if the economy still were in a tail-
spin.”48 During 1995, wages and benefits made the smallest gain ever
recorded.49

Given the nature of the U.S. business climate, the private sector is also
under significant pressure to secure faster, more visible returns on invest-
ments that training and education often do not yield. Knowledgeable observ-
ers argue that this “quarterly returns” mentality, which provides the impetus
for many business strategies, is constraining the ability of American enter-
prises to maximize their potential through strategic long-range planning and
investment. Indeed, the most formidable of U.S. competitors, Japan and
Germany, routinely look long term and invest accordingly. Fortunately, some
of the nation’s and the state’s most prominent firms have become notable
exceptions to the short-term business mindset by investing broadly in the de-
velopment of a culture of workplace learning. Unfortunately, they are among
the minority of firms, according to most assessments.

By contrast, the public sector usually makes long-term investments for
which the returns are frequently difficult to measure. While political expedi-
ency influences public investment, it has not unduly compromised the broad
and long-standing public role of providing equal opportunity to an educa-
tional foundation on which individuals can build as they see fit. However, the
historic weakness of this foundation and the widening gap between private
expectations and public provisions is propelling broad-based reform. Today,
those already on the job, as well as new labor force entrants, confront a job
market in which expectations of workers have risen to unprecedented levels.
As a result, the high school education that once served a broad public is rap-
idly becoming inadequate, raising disturbing questions about the publicly
supported foundation now in place.

Importantly, public workforce development efforts also embrace people
who are outside formal systems—the unemployed, underemployed and un-
dereducated; welfare recipients; disabled individuals; and those who are not
tied to formal employers. State government provides workforce and life skills
training to the physically and mentally challenged, and, with federal support,
administers job training and placement for heads of households who receive
public assistance. In many instances these individuals, as well as many oth-
ers, would be excluded from training and work opportunities were it not for
publicly financed efforts.

                                                
48 Bernstein, A. (1995, July 17). The wage squeeze. Business Week, 55.
49 Associated Press. (1996, February 14). Wage and benefit rise is smallest on record. The Courier Journal, A1.
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An Expanding Commitment

WHILE THE BASIC SKILLS provided by public education are applicable

to many, if not all, businesses, the skill requirements of individual enterprises
are organizationally unique
and, thus, so vast in number
that they are clearly beyond the
public sector’s reach. Yet state
governments have taken a
leading role in workforce de-
velopment, largely because of
the comparatively limited role
U.S. businesses have assumed
in promoting broad-based
training. Nevertheless, recent
survey results indicate that

employers do not turn to schools as primary providers of training,50 again
underscoring the weakness of public-private links.

According to a 1995 survey of establishments conducted by the University
of Pennsylvania’s National Center on the Educational Quality of the
Workforce, the principal sources of training cited by establishments were
equipment suppliers, who routinely train employees on the use of their prod-
ucts; private consultants, who have played a substantial role in guiding or-
ganizational change; and industry associations. As illustrated, these training
vendors are followed by publicly funded vocational-technical schools and
community colleges. Universities and job training programs, employers re-
port, play a diminished role in providing training.51

Regardless of the training providers that employers rely upon, U.S. work-
ers receive far less training than many of their international counterparts. In
contrast to European firms, American firms allocate a relatively small
amount of money to worker training. Nevertheless, a 1994 study by the U.S.
Bureau of the Census found that employers were the most common source of
financial aid to 1990-1991 post-secondary students, but the assistance pro-

                                                
50 Zemsky and Iannozzi, 5- 6.
51 Ibid., 5-6.

TABLE 2
Training Vendors for US Firms, 1994

Sources of Training
Percent of

Establishments

Equipment Suppliers/Buyers 50%
Private Consultants 36%
Private Industry Councils or
Other Industry Associations 34%
Technical & Vocational Institutions 33%
Community & Junior Colleges 30%
4-Year Colleges or Universities 20%
Government-Funded Training Pro-
grams

12%

Unions   5%
Source: National Center on the Educational Quality of the Workforce,
University of Pennsylvania, 1995
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vided represented the lowest average amount of aid.52 Overall, most U.S.
firms spend less than 2 percent of their payroll on formal or classroom train-
ing while leading European firms routinely spend up to 6 percent of their
budget.53 European and Japanese firms, however, have a much more exten-
sive school-to-work educational system that encompasses all levels of the
learning process, and business plays an integral role in planning and devel-
opment at many stages of the process.54

U.S. businesses, however, play a critical role in the education and training
of individuals on the job. According to the American Society for Training
and Development, U.S. businesses spend approximately $30 billion a year on
formal worker training and education compared to an estimated $180 billion
on informal or on-the-job training. Importantly, the earnings returns on em-
ployer-based learning is estimated to be at least three times the returns from
formal schooling,55 which are substantial. In addition, productivity returns
from on-the-job learning are estimated to be double the impact of increased
levels of education, and have almost three times the effect of introducing new
technologies.56

The ability of firms to make costly investments in formal or informal
training and development is tied directly to their size and relative wealth. In
1990, the Commission on the Skills of the American Workforce reported that
only 0.5 percent of all American employers had spent $27 billion of the $30
billion invested nationally in workforce training and education. “Of this
small universe of firms that actually train, only 100 to 200—the largest com-
panies with significant professional and managerial staff—spend more than 2
percent of their payroll on formal training.”57 Importantly, the Commission
also concluded that only one-third of these training dollars were directed to-
ward frontline, non-college educated workers.58

More recently, a national survey conducted by the Social and Economic
Sciences Research Center at Washington State University with assistance
from the University of Kentucky found that those individuals who are most
often encouraged by their employers to acquire more knowledge are already
college educated. People with bachelor’s degrees most often reported having
been encouraged by an employer at some time during the past three years to

                                                
52 Sutterlin, R. and Kominski, R.A. (1994). Dollars for Scholars: Post-secondary Costs and Financing, 1990-
1991. Washington, DC: U.S. Department of Commerce, 6-7.
53 Commission on the Skills of the American Workforce, 64.
54 Liddell. S.A. (1994). Racing With The World: How States Can Build a 21st Century Workforce. Denver: Na-
tional Conference of State Legislatures.
55 Carnevale, A.P. and Johnston, J.W. (1989). Training America: Strategies for the Nation. Alexandria, VA: Na-
tional Center on Education and the Economy; American Society for Training and Development.
56 Ibid.
57 Commission on the Skills of the American Workforce, 49.
58 Ibid., 49.
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seek more education and training; more than half of respondents with
bachelor’s degrees (53 percent) reported such employer encouragement com-
pared to only 33 percent of respondents with a high school diploma or its
equivalent.59 Not surprisingly, the survey authors note, those individuals who
reported being encouraged by their employers to seek more training and edu-
cation also reported the highest incomes.60

While offering little information about who receives training, more recent
survey results suggest that the incidence of training among employers is rela-
tively high but still considerably lower among smaller employers. According

to a 1995 report on na-
tional survey results from
the National Center on
the Educational Quality
of the Workforce, while
97 percent of all estab-
lishments, regardless of
size, provide informal
training, 81 percent pro-
vide formal training.
Among employers with
20 to 49 employees, the
incidence of formal

classroom training drops to 75 percent, which, nevertheless, represents a sub-
stantial commitment to more costly informal training.61

Importantly, these survey results indicate that employer commitment to
formal training is expanding and that organizational change has precipitated
an increasing share of it. More than half (57 percent) of responding estab-
lishments reported having increased formal training over the past three
years.62 While almost no resources were dedicated to remedial skills in liter-
acy or arithmetic, employers are investing substantial resources in “attitudi-
nal and behavioral skills.”63 While training in the safe use of equipment and
tools garners the most time and investment, “improving teamwork or prob-
lem-solving skills,” “training in sales and customer service,” and “training to

                                                
59 Dillman, D.A., Christenson, J.A., Salant, P., and Warner, P.D. (1995, September). What the public wants from
higher education: workforce implications from a 1995 national survey . Pullman, WA: Social & Economic Sci-
ences Research Center, Washington State University, 14.
60 Ibid., 25.
61 Zemsky and Iannozzi, 4-5.
62 Ibid.
63 Ibid.

TABLE 3
Incidence of Training

Among US Firms, 1994

Establishment Size
(Number of Employees)

)RUPDO
7UDLQLQJ

,QIRUPDO
7UDLQLQJ

All Establishments ��� ���
20-49 ��� ���
50-99 ��� ���
100-249 ��� ���
250-1000 ��� ���
More than 1,000 ��� ���
Source: National Center on the Educational Quality of the Workforce, University of
Pennsylvania
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use computers and other new equipment” receive nearly equal levels of in-
vestment.64 All are directly linked to organizational change.

As previously discussed, these same survey results found that employers
in general realize a higher productivity payoff from one year of education
than from equivalent increases in work hours or capital stock, resulting in
what researchers label a “double payoff,” a return to employers that is equal
to or greater than the wage benefit employees realize.65 Given these re-
sponses, it is paradoxical that employers virtually disregard performance in
school as a criteria for hiring.66

IN SPITE OF THE CLEAR AND PROVEN PAYOFF that both education

and training yield, many employers invest only minimally in them. While
employers are the most common source of aid to post-secondary students, the
financial assistance they provide is, on average, the lowest students receive.67

For many employers, training and education are viewed as a luxury; for oth-
ers, they are a risky investment with an uncertain payoff. Training does not
always increase productivity, and concern about “pirating” of trained workers
by other firms continues to have a chilling effect on investments in human
capital development.

Unlike their counterparts in countries such as Japan or Germany, U.S.
workers often feel little or no obligation to stay with a firm in return for that
firm’s investment in their skill development. Instead, today’s increasingly
mobile workers often view the skills they acquire as portable tools that en-
able upward mobility from firm to firm. Further, the ongoing erosion of the
employer-employee relationship due to stagnant wages, downsizing, and an
increased reliance on contingent employees, is not likely to increase em-
ployee loyalty or longevity.

Ultimately, training and education combined with progressive human re-
source practices, such as employee stock options or profit sharing, not only
increase productivity and competitiveness, they strengthen employee com-
mitment. Moreover, as firms cooperate more extensively and continue to
form networks for a range of purposes, more uniform human resource prac-
tices and shared commitments to training are likely to emerge. EQW survey
findings, for example, show that firms most often look to suppliers and cus-
tomers and to industry associations as training vendors.68

                                                
64 Ibid.
65 National Center on the Educational Quality of the Workforce, 2.
66 Ibid., 3.
67 Sutterlin and Kominski, 6-7.
68 Zemsky and Iannozzi, 6.



C H O O S I N G  P R O S P E R I T Y

32

But pirating is only a part of the problem. Training failures, investments in
skills upgrades or training that do not achieve the desired results, also dis-
courage many employers from committing further resources to training and
education. For example, the extraordinary investment presently being made
in organizational change, which is often spearheaded by private consultants,
is likely to yield results only over the long term and only if a genuine com-
mitment to cultural change occurs. As a consequence, some training failures

may be a product of
recalcitrant managers
who are unable or un-
willing to provide
frontline employees
with opportunities to
use new skills. In such
cases, training could
yield little or no bene-
fits.

While training failures are also a problem for the public sector, private
firms have the option of shifting the burden of training to others, usually the
government, or to the individual worker. Businesses can also avoid investing
in workers by introducing new technologies, hiring workers who have the
requisite training, or subcontracting for services.

Perhaps the strongest inhibition to training, however, is its enormous cost,
especially for smaller firms. Again, the largest and presumably the wealthiest
U.S. firms account for about 90 percent of the $30 billion spent on formal
training.69 And because college-educated workers receive the vast majority of
training,70 the skills of frontline workers are often ignored by workplace
training initiatives, just as they were in many public schools. In turn, those
who arguably could have the greatest impact on productivity and product
quality are being routinely excluded from opportunities for betterment, a
critical ingredient in high-performance organization.

Because high-performance organization is fast becoming a requisite for
survival in the global economy, businesses face the cost and the challenge of
erasing historic institutional neglect of frontline workers. High-performance
work organizations rely on initiative, leadership, teamwork, and process in-
puts from empowered workers at every level, particularly those closest to
actual production. The cost of bringing the workforce up to speed with the
demands of the global economy is potentially staggering, given the cultural

                                                
69 Carnevale, A. P., Gainer, L.J., and Villet, J. (1990). Training in America: The Organization and Strategic Role
of Training, San Francisco: Jossey-Bass, Inc.
70 Ibid.

Frontline workers, those who arguably
could have the greatest impact on

productivity and product quality are
being routinely excluded from opportunities

for betterment, a critical ingredient in
high-performance organization.
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gulf which must be closed. According to the Office of Technology Assess-
ment, 20 to 30 percent of the workforce in some firms require skill upgrades
at a cost of billions of dollars before they can even be introduced to a new
process or technology.71

When a state’s labor market has a relatively small supply of highly skilled
workers, as it does in Kentucky, remediation can be quite costly to employ-
ers. Given this economic burden, it has been suggested that some employers
may choose to forego remediation in favor of job skill reduction or reloca-
tion. While there is little national evidence of “deskilling,”72 national survey
results suggest little inclination on the part of employers to elevate the skill
levels of the least educated members of the labor force.73

Public-Private Links in Kentucky

WHILE UNCERTAINTY about public and private roles persists and the

link between the two has yet to be fully forged, Kentucky is making impor-
tant inroads on both fronts. The school-to-work initiative and one-stop career
centers will have a significant impact on balancing and aligning public and
private roles in the coming years. Other programs built on the cooperative
public-private model are already well established. Both the Department of
Technical Education and the community college system offer customized
training programs to business and industry and rely upon private sector repre-
sentatives to help develop appropriate, timely curricula. The Bluegrass State
Skills Corporation (BSSC) combines the resources of state government and
Kentucky businesses to provide workers with skill-specific training. The
composition of Kentucky industry, however, complicates service delivery for
BSSC.

Like most states, Kentucky's industrial base is primarily comprised of
small businesses. Approximately 42,000 firms, more than half of those in the
state, employ from one to four workers.74 For many of these companies,
training and retraining workers is not an economically viable option. The

                                                
71 Office of Technology Assessment. (1990, September). Worker Training: Competing in the New International
Economy. Washington, DC: Government Printing Office.
72 National Center on the Educational Quality of the Workforce.
73 Dillman et al.
74 U.S. Department of Commerce. (1994). County Business Patterns, 1992. Washington, DC: Government Printing
Office.
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capital and resources necessary to train workers simply may not be available.
The high short-term cost of upgrading skills for only a handful of employees
discourages many firms from investing in their workers.

Large firms are better able to absorb these short-term costs through
economies of scale—the training costs per person go down as the number of
trainees goes up. Small firms may spend the same amount of money on
equipment and trainers as large firms, but the unit cost of training per worker
is much higher. For small firms to be able to train as efficiently as larger
firms, incentives or assistance frequently must be provided, usually by gov-
ernment.

Providing the stimulus for
firms, particularly smaller
businesses, to organize and
implement worker training
programs is a natural role for
state government. Tradition-
ally, state agencies have as-
sisted firms of all sizes
through two basic strategies.
The first is to provide capac-
ity. The Department of Tech-
nical Education and the
community colleges employ
this approach in their custom-
ized training programs by
utilizing existing state facili-

ties and resources to enhance the capacity or training capabilities of busi-
nesses. Since the state already has the facilities and/or the equipment, the
company that requests the training needs only to cover the cost of adminis-
tering the program.

The second basic strategy employed by state government is to provide
capital to firms for the purpose of worker education and training. The Blue-
grass State Skills Corporation uses this approach, awarding training grants to
businesses. In this case, state government is not necessarily involved in the
development and delivery of training programs; rather, it provides the
stimulus companies need to undertake in-house training programs they might
not otherwise initiate.

The BSSC grant training program is operated on a competitive basis with
firms submitting applications for grant money. In order to receive a grant,
firms must provide a matching grant for the training program. In 1994, for
example, BSSC awarded a grant of more than $56,000 to Louisville’s Henry
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Vogt Machine Company, which employs almost 1,400 workers. This elicited
a $215,000 industry match from the company. Overall, the more than $2
million disbursement of grants by BSSC in 1994 was matched by almost $15
million in funds obligated to workforce training by participating firms.75

While state government needs to assist firms with fewer resources and
less training expertise if Kentucky is going to make the transition to a high
skills workforce, smaller firms, arguably those most in need of state assis-
tance, have been less likely to receive state assistance from the BSSC. Al-
though 98 percent of
Kentucky’s firms em-
ploy fewer than 100
workers,76 these firms
received less than 12
percent of the grants
awarded by BSSC in
program year 1994.
Moreover, a significant
number of grants (43
percent) were awarded
to firms which employ
more than 1,000 people,
though only 60 such
firms are located in the state.77 Of the 42,000 firms that employ one to four
workers, none received a BSSC grant in FY 1994.

Clearly, the disbursement of BSSC grants has favored larger firms over
the last several years. Many of these corporations, including General Motors,
Fisher-Price, Square D, and General Electric, are able to train workers more
affordably than smaller firms. According to Ken Carroll, BSSC’s Executive
Director, BSSC has undertaken a number of steps in the past few years to
help remedy disproportionate commitments to large firms. While the criteria
for grant awards favors small firms, BSSC has had difficulty getting smaller
firms to apply because they are frequently unsure of their training needs and
ways the state can assist them. Consequently, BSSC has assumed responsi-
bility for cultivating networks of firms in order to achieve economy of scale
and serve more small employers. Since July 1995, funding to networks of
industries has been given the highest priority.

The Department of Technical Education and the community college sys-
tem help close the gaps in training for small firms through customized train-

                                                
75 BSSC, 1993.
76 U.S. Department of Commerce.
77 BSSC, 1993.

FIGURE 7
 BSSC Grants by Firm Size, 1993-94
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ing and special services. Of the more than 580 firms served by Technical
Education in 1994, for example, more than 350 (61 percent) employed 100 or
fewer workers. The proportional representation of companies served is pos-
sible because all workers are trained at cost. The community college system’s
Business and Industry Technical Assistance Centers (BITAC) at Hazard,
Elizabethtown and Madisonville also offer cost-free consulting services to
young firms and micro-enterprises, which are expected to play an increas-
ingly prominent role in our future economy.

Striking the Appropriate Balance

IF WE ARE TO ACHIEVE maximum returns on public investment, the ap-

propriate balance between public and private roles in workforce development
must be struck and strong public-private partnerships must be forged. Obvi-
ously, state government has a prominent, integral role to play in preparing
citizens of the Commonwealth for the demands of today’s workplace. The
effectiveness of that role, however, will continue to be diminished as long as
its training and education systems remain independent from the business
community which relies upon them. In Kentucky, as well as around the na-
tion, the public role will also be constrained by limited resources throughout
the foreseeable future. Without a substantial infusion of funding, the educa-
tion and training needs of Kentuckians are simply beyond the reach of the
public system.

Consequently, it is critically important to maximize the impact of public
efforts through a balanced, thoughtful, long-term approach to addressing the
Commonwealth's training needs. Integral to each element is a broadly ex-
panded private role in the decisionmaking process, designed to leverage
higher levels of engagement and commitment to training and education and
to the critical links which must be forged between education and training and
the workplace.
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First the Foundation

BECAUSE KENTUCKY POSSESSES limited resources with which to meet

public need, a triage approach to workforce development, one that systemati-
cally addresses the most critical need first, offers the most logical strategy for
utilizing scarce public resources. Clearly, the gap which most inhibits the
ability of workers and firms to compete and prosper is a basic skills deficit.
Moreover, it is precisely this deficit that the private sector has been least
likely to address through investments in what are essentially portable skills. 

While illiteracy, for example, is widely recognized as a workplace prob-
lem, only 38 percent of Fortune 1000 CEOs view it as a problem for their
own workers.78 In spite of employer reluctance to invest broadly in the culti-
vation of “core competencies”79 or the basic skills of workers, they figure
prominently in the competitiveness of firms. Illiteracy alone costs American
businesses an estimated $225 billion a year in lost productivity.80 Basic skills
deficits compound those losses.

Because the private sector is reluctant to invest in the educational founda-
tions of workers and because they are so critical to our economic future, the
primary focus of the state’s workforce development strategy, one that em-
braces our entire institutional framework, from adult education and literacy
initiatives to community colleges and state-supported universities, should be
closing the state's basic skills gap. Such a focus does not argue for the exclu-
sion of other commitments but rather the establishment of a central mission,
one in which business and industry must be enlisted.

A level of commitment comparable to that which Cora Wilson Stewart
brought to her early crusade against illiteracy in Rowan County, Kentucky,
must be brought to eliminating Kentucky’s basic skills deficit. Stewart
established “moonlight schools” in communities where working people
needed them, taught hundreds of people to read after working hours, and set
an example for the nation.81 With like dedication to the enabling citizens and
firms to prosper, Kentucky can change the face of its future. It can eliminate
the damaging labels of “uneducated” and “illiterate” under which the people

                                                
78 Reese, 14.
79 Advisory Board of the National Center on the Educational Quality of the Workforce. (1995). On connecting
school and work. EQW Policy Statement, University of Pennsylvania, 3.
80 Reese, 14.
81 Kleber, J.E, Clark, T., Harrison, L.H., and Klotter, J.C., editors. (1992). The Kentucky Encyclopedia. Lexington,
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of this state have labored for far too long and prepare citizens of the
Commonwealth to meet the challenge of the future. To do so, unprecedented
institutional energy must be poured into the work of developing creative
outreach programs, delivery systems, incentives, and rewards for and
recognition of individual and  in s t i t u t iona l  achievements.

Arguably, two public roles make the most important and enduring
contributions to the capacity of Kentucky’s workforce to compete and
prosper. Primary and secondary education and adult basic education meet the
most critical public need, that of providing a quality educational foundation
on which individuals—young and old—can build. From kindergarten to
literacy services, providing essential basic skills is the first and foremost
public responsibility. Without these skills, Kentuckians cannot participate in
a learning culture and achieve higher skills, and they cannot prosper in a
volatile job market in which millions of once-permanent jobs are being
eliminated. Those who do not possess essential basic skills are likely to find

fewer and fewer opportunities
to earn replacement wages.

Importantly, the provision
of basic skills is also the area
of public spending that yields
the highest returns on
investment. The findings of a
literature survey by George
Psacharopoulos, an economist
with the World Bank, show
diminishing returns on public

investment at higher levels of education, which cost more and, therefore,
return less.82 In an analysis of the work of Psacharopoulos and other
researchers, the Economist concludes that, given the constraints of limited
public budgets, additional spending on primary education is likely to offer
the best value for money.83

Recognizing the provision of basic skills as the principal public responsi-
bility does not suggest that state government’s involvement in vocation-
specific training is inappropriate. Rather, it suggests that the state should rely
more heavily upon the involvement and the contributions of the business
community for the provision of skill-specific training from which the busi-
ness community derives the most direct benefits.

                                                
82 Psacharopoulos, G. (1993, January). Returns to investment in education. Policy Research Working Paper 1067.
NY: World Bank, as cited in: Anonymous. (1994, March 26). Schools brief: Investing in people. The Economist,
85-86.
83 Ibid., 86.
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Maintenance of a quality system of higher education is also critical to our
future, but if the formidable obstacle of undereducation is to be removed
from the path to prosperity, the institutions of higher education, particularly
the community colleges, must become more involved in closing the Com-
monwealth’s basic skills gap. Developmental programs that enable partici-
pants to close critical knowledge gaps, for example, should be fully funded
throughout the community college system, as well as outreach initiatives that
help broaden engagement of citizens within an institution’s reach.

Processes for tapping the wealth of knowledge and research at the univer-
sity level should be developed to inform the design of “best practice” pro-
grams and the measurement of outcomes, as well as to elevate overall
quality. As in many other arenas, the higher education community also must
bring attention to the need to establish appropriate curricula and credentials
for much-needed adult educators.

A “foundation first” approach would require a concerted effort to bring
those who are outside formal work systems—welfare recipients, the
unemployed, undereducated and the poor—into training and education
opportunities. As Jesse L. White Jr., federal co-chair of the Appalachian
Regional Commission, observed in a Louisville speech to the Partnership for
Kentucky School Reform, “The test of an advanced industrial country is not
how well it educates the top 50 percent, but how well the country educates
the bottom 50 percent.”84

As in virtually every other arena, coordination of the various roles of state
government is essential. Any comprehensive strategy to improve the basic
skills of Kentuckians must, for example, be linked to welfare reform. If we
are to successfully remove the barriers that prevent participation in the labor
force, we must fashion a welfare system that rewards and strongly
encourages educational pursuits in and out of the workplace, and fully
addresses critical issues, such as child care and transportation, that inhibit
participation. The 1994-1995 Commission on Poverty has recommended that
the Workforce Development Cabinet and the Council on Higher Education
determine need for campus-situated child care as a first step toward meeting
it. Such on-site facilities could play multiple roles, serving as training
vehicles for child care specialists and employers and trainers of welfare
mothers.85

It is also critically important that initiatives aimed at closing Kentucky’s
basic skills gap recognize and accommodate the state’s rural character. David
Freshwater, who serves as the director of research for the University of

                                                
84 White, J.L. (1995, April 13). Untitled speech to Partnership for Kentucky School Reform, Louisville, KY.
85 Legislative Research Commission (LRC). (1996, March). The activities, findings and recommendations of the
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Kentucky’s Center for Rural Studies and as an associate professor of
agricultural economics, observes that programs aimed at expanding rural
employment “must deal effectively with small numbers of people.”86 In order
to expand opportunity in rural areas, governments, Freshwater suggests,
should focus on the flow of information about jobs, support for employer-
based skill development, increasing the capacity of the educational system to
foster lifelong learning, and linking those with limited skills to opportunities
to earn income.87

JUST AS HIGHER EDUCATION must refine its delivery system to

accommodate the needs of a changing context, so too must adult education
programs. Beyond the most obvious needs of the undereducated, more and
more adults find yesterday’s education inadequate to meet the challenge of
today’s workplace. Public responses must accommodate widely varying
needs. Intensive marketing campaigns; grassroots outreach programs;
vigorous attention to the child care needs of single parents as well as to
transportation needs that inhibit participation, particularly in rural
communities; accessible community-based opportunities to learn in
alternative, age-appropriate settings during convenient hours and days; and
access to distance learning technology represent just a few of the ways public

programs can reach those
who need to expand their
educational foundation.

According to Teresa
Suter, Commissioner of
the Department for Adult
Education and Literacy,
some of the state’s most
successful programs are

tied to educational reform. They provide opportunities for parents and
children to learn together. Collaborative initiatives with public and non-profit
service organizations, churches, unions, volunteer groups and others should
be broadly expanded in an effort to extend public reach, minimize cost and
maximize impact. In short, closing Kentucky’s basic skills gap should
become our overriding mission, one that extends beyond assuring increasing
rates of high school graduation to the assurance of core competencies. As
Suter observes, one of our most significant problems lies with the population
                                                
86 Freshwater, D. (1995, October 1). Policy alternatives for stimulating rural employment. Paper presented at Inter-
national Symposium: Perspectives on Rural Employment, Coaticook, Quebec, 17.
87 Freshwater, 17.
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of citizens who possess diplomas, even degrees, but not the skills normally
associated with them.

To that end, unprecedented vigor must be brought to the task of reaching
undereducated members of Kentucky’s workforce. An aggressive campaign
to meet this critical public and private need should be aimed first at engaging
employers, who invest little in basic skills training but stand to gain a great
deal. The ability of Kentucky firms to compete in the global marketplace
hinges upon fundamental workforce capabilities. High-performance
organization, which we discuss in detail in the following chapter, demands
high levels of worker participation and a strong basic skills foundation.
Employers can be enlisted in the effort to close this state’s basic skills gap
through collaborative public-private initiatives that provide impetus,
incentives, time and opportunity to upgrade skills.

If the strategy of providing capital to businesses for training and education
continues to be utilized, it should first serve the overriding goal of closing
our basic skills gap. Such a strategy is far more logical and potentially far
more beneficial than investing in low-skill job training or extending tax
incentives to low-skill industries. An alternative strategy to capital for
industries is that of publicly financed wage subsidies that will enable
undereducated Kentuckians to become employed and, at the same time, gain
access to education that will provide the basic skills they need in order to
advance and stay employed.

University of Kentucky survey results show that state residents recognize
basic skills deficiencies as a major reason for declining U.S. competitiveness.
Almost 60 percent (57.4 percent) of respondents to an October 1994 survey
indicated that the lack of basic skills needed to participate in today's
workforce was a "major reason" for diminished competitiveness.88 The
public also strongly favors incentives to employers who provide
opportunities to improve skills. More than half (54.6 percent) of Kentuckians
favor giving tax breaks to companies that hire unskilled or illiterate workers
and help them learn basic skills.89 And an overwhelming 85.8 percent of
Kentuckians voice support for the general concept of incentives to employers
who provide programs to train and upgrade worker skills.90 Basic skills,
rather than skill-specific training, which is not portable and not broadly
beneficial, should be given the highest priority in any incentive program
aimed at encouraging employer investment in training.

                                                
88 University of Kentucky Survey Research Center. (1994, October 25). Crisis in the work force: help wanted (sur-
vey results), University of Kentucky, Lexington, KY.
89 Ibid.
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The Workforce Development Cabinet has entered into cooperative
agreements with employers, such as Versailles-based Texas Instruments, that
have enabled employees to successfully participate in the applied learning of
basic skills. Besides increases in worker productivity and quality, many
employees were also able to obtain GEDs. By providing trained personnel

who conduct individual
assessments, deliver individualized
instruction, and train trainers, the
abilities of firms to close critical
basic skills gaps that adversely
affect both productivity and
profitability can be enhanced.

Important ly,  the Cabinet ’s
Department for Adult Education and
Literacy is broadening its
commitment to workplace skills
assessment and individualized
instruction. Such an individualized
approach to workplace education
and training warrants substant ia l
publ ic  suppor t .  Mississippi, for
example, has enacted a Skills
Enhancement program that provides
individualized workplace skills
assessment and a curriculum
designed to meet individual needs.
The program has enabled firms such
as Mississippi’s Delta Wire, which
produces high carbon steel for use in
automobile tires and cables, to

transform an undereducated, relatively unskilled workforce and achieve a
culture of workplace learning.

"There is the potential in every human being that can be brought forward
with training, work, team spirit and encouragement," Delta Wire President
George Walker told attendees of a 1995 Southern Growth Policies Board
conference on economic development initiatives in the South. The most
significant obstacle to overcome, Walker observed, is worker attitude.91 In
many cases, however, employer resistance to involvement may be equally

                                                
91 Walker, G. (1995, May 8). Workforce training to enhance competitiveness (presentation for panel discussion).
Emerging Economic Development Strategies in the South Conference, Southern Growth Policies Board, Tupelo,
Mississippi.

POLICY OPTIONS

& Make the cultivation and advance-
ment of basic skills the cornerstone of
workforce development
& Set precise, ambitious program goals
and enable aggressive pursuit of them
& Cultivate broad engagement—public,
private and non-profit—in setting and
achieving goals
& Formally engage state universities in
program design, outcome measures and
the development of credentials for adult
educators
& Provide flexible funds for marketing,
outreach and alternative programs
& Create financial incentives for pro-
grams to accommodate work schedules,
and the needs of rural residents and fami-
lies with children
& Broaden commitment to individual
skills assessment and training in the work-
place
& Consider wage subsidies in exchange
for employer commitment to job opportu-
nities and basic skills training for under-
educated workers
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formidable. The task of the public sector is to educate both employers and
employees about the myriad benefits of basic skills enhancement and
education and enlist broad cooperation and commitment.

The level of skill workers possess will ultimately determine the level of
prosperity in our future. Because labor force quality has become a principal
factor in industrial site selection,92 it will determine our ability to attract and
retain industries. By elevating the quality of our labor force, the
Commonwealth can become a far more compelling location and one fewer
enterprises will find reason to leave. Moreover, a strong basic skills
foundation will enable firms to move more rapidly toward high-performance
organization, which is critical to their success in the international
marketplace.

By liberating our state from the mantle of undereducation, we can propel
high skills development, cultivate a learning culture, and take a critical first
step towards broadening prosperity, government’s pre-eminent mission.

Think Small

JUST AS BASIC SKILLS form the foundation for learning, small firms form

the economic backbone of Kentucky. Again, applying the triage approach to
public investment in training, either through direct infusions of capital or ca-
pacity-building training strategies, it is both illogical and unwise to invest
disproportionately in the skills enhancement of large firms. Large firms typi-
cally possess the resources to provide training, recognize the importance of
doing so, invest in training as a matter of routine, and realize higher returns
from their investment due to
economies of scale.

Small firms, on the other hand,
often lack the necessary resources
to train and educate workers, may
not recognize the potential bene-
fits of such training, and often do
not realize a sufficient return on investment in training due to the high cost of
training per worker. Again, 98 percent of Kentucky's firms employ fewer

                                                
92 Lyne and Venable.

The Commonwealth’s future
depends upon the competitive

vitality of small firms and the skills
their employees possess.
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than 100 people. The Commonwealth’s future likely depends upon the com-
petitive vitality of small firms and the skills their employees possess.

While smaller U.S. companies close or downsize at about the same rate as
large companies, they open and expand much more quickly.93 During 1995,
firms with fewer than 100 employees were expected to account for almost
two-thirds of all new jobs while an estimated half of new jobs were expected
to be created by firms with fewer than 20 employees, according to an outlook
survey by Dun & Bradstreet. In contrast, large employers, those with 1,000 or
more workers, were expected to create only about 3 percent of the nation’s
new jobs.94 The Small Business Administration reported in February 1995
that its research showed micro-enterprises, those with fewer than 20 employ-
ees, had created 2.6 million new jobs between 1989 and 1991, an era of cor-
porate downsizing and recession.95 Importantly, small firms also created
more high-paying jobs while large firms continued to shed them.96

Again, the community college system’s BITACs offer new and emerging
small businesses and micro-enterprises free consultation. With appropriate
outcome measures in place to determine the effectiveness of services, this

important support mechanism for
Kentucky’s smallest and most vul-
nerable firms should ultimately be
made available statewide.

While Kentucky's economic future
depends upon the continued health of
its large firms, most do not need
public assistance to meet the cost of
training and educating their employ-
ees. Instead, they have made long-
standing commitments to enhancing
worker skills and organizational ex-
cellence, a commitment that often
reaches beyond the immediacy of the

workplace. Kentucky’s large firms have contributed to local schools, state
universities, the organizational excellence of supplier firms throughout the
state, leadership development, and the advancement of education in general.
The contribution many of these firms can make to the larger cause of creating
a culture of learning is immeasurable.

                                                
93 Capell, P. (1995, October). Small companies dominate growth. American Demographics, 17.
94 Ibid., 17-18.
95 Phillips, B.D. and Berney, R. (1995). Small business and job creation: an update. Washington, DC: Office of
Advocacy, Small Business Administration.
96 Ibid.

POLICY OPTIONS

& Make development of the workforces
of Kentucky’s small enterprises a pri-
ority that supersedes training invest-
ments in large firms

& Reserve investment in training for
large firms for business retention or
attraction goals only

& Expand support for small and micro-
enterprises through such entities as the
community college system          BI-
TACs
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Build Industry Networks

WHILE PUBLIC INVESTMENT in workforce development should place a

priority on the Kentucky businesses and industries which need them most,
the cost remains formidable. Consequently, the most efficient delivery sys-
tem must be sought. Industrial networks, an internationally recognized
model, offer maximum efficiency in that they enable firms to pool resources,
minimize the cost of training per worker and learn from one another.

Kentucky state government has begun to address the problem of under-
capitalized small businesses through the promotion of industrial networks
that enable like or similar enterprises to market their products jointly, share
knowledge and information, vertically integrate production to add more value
to products, or pool resources.97 Through the latter, resource networks, firms
can lower the cost of training by sharing equipment, personnel, space, costs,
etc.98 The underlying reason for establishing networks of industries or small
businesses is clearly economy of scale. Smaller firms can achieve a great deal
more if they pool resources.99

The Cabinet for Economic Development recently launched a program
called the Networking Initiative to help Kentucky’s small- and medium-sized
businesses establish training and development networks. The Networking
Initiative originally allocated training grants to consortia, or business net-
works, but that responsibility has been shifted to the Bluegrass State Skills
Corporation. According to William Morris, an Industrial Development Rep-
resentative in the Business and Technology Branch of the Economic Devel-
opment Cabinet, the Networking Initiative now focuses primarily on assisting
firms in the development of production networks that vertically integrate
manufacturing processes and marketing networks. Morris cited the limited
funds available for network development, approximately $150,000 for 1995,
as the reason learning networks development was shifted to BSSC, which
now gives special preference to training networks.

                                                
97 Bosworth, B. (1995, January/February). Interfirm cooperation: the points of intervention. Firm Connections,
RTS, Chapel Hill, NC, 3:2, 5.
98 Ibid.
99 Schirmer, P. and Taylor, M.A. (1995). Farms, Factories and Free Trade: Rural Kentucky in the Global Econ-
omy. Frankfort, KY: Kentucky Long-Term Policy Research Center.
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The effectiveness of industrial networks may also depend upon the prox-
imity of resources to need. Rather than create a separate, centralized bureauc-
racy dedicated to the development of networks, a more cost-efficient and
potentially more effective approach may be the utilization of technical, voca-
tional, community college, economic development and other professionals in
local communities to identify training needs and forge links between busi-
nesses and industries. As we observe in our recent studies of rural develop-
ment in the global context, Reclaiming Community, Reckoning with Change

and Farms, Factories and Free Trade,
enhanced community capacity is key to
development. To enhance capacity,
more resources must be made available
at the local level, including individuals
who promote and cultivate industrial
networks.

In order to utilize public resources as
wisely as possible, exploration of net-

working possibilities should be a precondition of any expenditure for train-
ing. In the case of small businesses, it is nearly an imperative.

Engage Stakeholders

JUST AS THE PRIVATE SECTOR has begun to unleash the power of

frontline workers to change work systems, the public sector must bring those
with a vested interest in its outcomes into the process of planning and exe-
cuting workforce development strategies. In an era of fiscal restraint and ex-
panding public need, government confronts a challenge it cannot meet alone.
Nor should it try to do so. Even virtually unlimited public resources will not
address the central challenge of building strong institutional links between
the public and the private sectors, between publicly provided training and
education and the real workplace. Ultimately, the private sector, as well as
representatives of workers, must be given a seat at the decisionmaking table
if representative firms are to become more active and more engaged in the
challenge of preparing workers for the future.

As the National Center on Education and the Economy observes, building
a new social compact is critical to the reform of workforce development ini-
tiatives.

POLICY OPTIONS

& Aggressively cultivate industry
networks to strengthen public and
private training capacity

& Use public training dollars as an
incentive for network engagement
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State governments have recognized that they have little hope of
changing the system alone. Strong participation from business and la-
bor leaders, educators, training providers and government is essential.
Recently, states have begun to recognize that the private sector has
been the missing partner in planning and implementing state-wide
workforce development systems. Yet few states have figured out how to
help organize a significant private sector voice in these systems.100

A number of states, however, have begun to extend greater decisionmak-
ing authority about workforce development programs to local or regional en-
tities with strong stakeholder representation. Massachusetts pioneered an
inclusive governance strategy with development of its MASSJOBS Council
and Regional Employment Boards in 1988. Regional boards identify
workforce trends and channel resources to meet them.101 In Oregon, the
Workforce Quality Council unites representatives from business and labor, as
well as the public sector, on a “super board” that sets standards, promotes
high-performance organi-
zations, develops business
and labor capacity to di-
rect education and train-
ing programs, coordinates
service delivery, ensures
equity, and maintains
commitment to statewide
benchmarks.102 In Wis-
consin, a newly created
Human Resource Invest-
ment Council coordinates training with labor market initiatives.103 In Missis-
sippi, community college governing boards with member majorities from the
business community shape curricula in an effort to meet future training and
employment needs with a supply of skilled workers.104

In contrast, Kentucky's present fragmented delivery system has led to a
profusion of "advisory" roles for the private sector but no coordinating or de-
cisionmaking role. These private sector advisory groups make a significant

                                                
100 National Center on Education and the Economy (NCEE), 9.
101 Ibid., 56.
102 McCarthy, K. and Lashman, R. (1994, May). Workforce development: building statewide systems. Denver:
National Conference of State Legislators; Cambridge: Jobs for the Future, 15.
103 NCEE, 107.
104 Southern Growth Policies Board. (1995, May 8-9). Emerging Economic Development Strategies in the South
Conference, Tupelo, MS.

By engaging business and labor, the
Commonwealth could begin to apply the

democratic lessons of organizational
change to governance, to broaden

involvement in planning and to increase
public ownership of the process of

discovering solutions to
common problems.
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contribution to the relevancy and timeliness of courses of study at a range of
institutions, but a stronger, more participatory and fully institutionalized role
will ultimately be required. While we have extended unprecedented authority
to shape state economic development policy to majority private sector repre-
sentation on the Economic Development Partnership Board, we have not
fully engaged private sector representatives in a planning and policymaking
role for workforce development, which profoundly influences their long-term
viability and profitability.

Not only must business and labor be brought to the decisionmaking table,
policies, programs and budgetary allocations must enable contributions from
those closest to the economic realities of individual labor markets. Additional
resources—personnel, information, technical assistance, and funds—should
be shifted to the local level to enable engagement, informed participation and
decisionmaking. In doing so, the Commonwealth could begin to apply the
democratic lessons of organizational change to governance, to broaden in-
volvement in planning and to increase public ownership of the process of
discovering solutions to common problems.

LEGISLATION INTRODUCED but not passed in its entirety during the

1994 regular session of the General Assembly sought to address the need for
stakeholder involvement. HB 475 effectively declared an emergency and
predicated its proposals on the assumption that, “all Kentuckians will be af-
forded opportunities to participate in a sustainable economy that provides
economic security through a system of quality, lifelong learning and globally-
competitive workplaces with higher paying, highly skilled jobs.” A compan-
ion bill, SB 195, which established an important mandate for an adult learn-
ing system, passed, but the public-private link was not officially forged.

HB 475 would have created both employer and employee incentives for
training. It established an employer training tax credit not to exceed $1000
per employee with 50 percent of the amount to be paid to the employee for
whom the credit is allowed. Further, it aimed to achieve its ambitious goals
by consolidating the planning and budgeting functions of federal and state
programs concerned with workforce development at the state and regional
levels.

The main component of the bill would have created the Kentucky
Workforce Alliance, consisting of nine members within state government
and eight regional workforce alliances. The state-level Alliance would “serve
as a statewide systems integrator requiring fragmented programs to address a
common vision with compatible goals” and oversee the activities of the re-
gional alliances. As envisioned by authors of the legislation, the main duties
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of the Kentucky Workforce Alliance would have been to design and imple-
ment a statewide and regional planning process for delivery of workforce
training, oversee the drafting and implementation of regional workforce
plans, set performance standards for regional plans, develop benchmarks to
evaluate the plans, and submit a budget request for these plans. It would have
established a give-and-take process, one that ideally would have balanced
local/regional interests and the overriding goals of the state.

Under the proposed legislation, the state would have been divided into
eight regions, consistent with the Kentucky Department of Education’s eight
regional service centers, each with a 17-member regional workforce alliance
charged with the task of creating a regional workforce plan. Each biennial
plan would be required to address:

• training programs and services to be offered in the region;
• measures to eliminate gaps in and duplication of programs and

services;
• goals for the region, with “specific outcomes to be achieved on a

set time frame”;
• training needs of industries, “particularly those willing to invest fi-

nancially in their workers or through apprenticeship and intern-
ships”; and,

• training programs designed to create high-performance workplaces
and workers.

The legislation would have effectively decentralized and diffused control
of workforce development programs; placed some decisionmaking authority
closer to real need and the providers who meet it; assured alignment with an
overriding vision and goals for workforce development; and given the private
sector a critically important seat at the decisionmaking table. With formal
establishment of a strong role for both employers and representatives of em-
ployees in shaping workforce development policies, the public and private
sectors can jointly begin to explore strategies for providing an adequate base
of funding to meet the needs of workplaces and workers throughout the state.
In California, for example, the public and private sectors contribute jointly to
a training fund.

The bill also recommended that the Cabinet for Workforce Development
“administer an adult education learning system as an integral part of the re-
gional plan for workforce training in each of the eight regions.” These serv-
ices would include essential skills training, literacy, adult basic education,
adult secondary education, family literacy, and English as a second language,
all provided at multiple sites throughout the region.
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The proposed legislation was the product of an “Investing in People” ini-
tiative sponsored by the National Conference of State Legislatures and Jobs
for the Future. The initiative joined a diverse group of knowledgeable par-
ticipants from the public and private sectors in a year-and-a-half-long effort
to shape a long-term policy for workforce development. Extraordinary time
and energy went into the effort to construct a more responsive, more effective
institutional delivery system. The group clearly recognized the need to insti-
tutionalize a public-private alliance, one that virtually every document on
education and training assures us is critical to the success of workforce de-
velopment initiatives.

This proposed legislation offers an
important foundation from which
policymakers can work toward de-
veloping a strong public-private part-
nership, better defined public and
private roles, and a more responsive
public system. Importantly, it also
presents the opportunity to build
critical social capital at the local
level, to more fully engage local in-

stitutions and providers in the work of planning for the future and delivering
the services citizens want and need. It should be revisited, revised to fit the
current situation, and adopted to achieve the goals set out in this report, as
well as many others.

Conclusion

WITH REMARKABLE CONSISTENCY, informed observers conclude that

a lingering and inadequately addressed obstacle to more effective workforce
development systems is the absence of an institutional link between the pub-
lic and private sectors. In order for Kentucky to realize maximum returns on
its investments in workforce development, it must define the public role
more precisely and create an institutional bridge between public workforce
development initiatives and the real stakeholders—workers and enterprises.

One of the public’s primary roles is to provide equal and broadly accessi-
ble opportunity for the development of basic skills, the essential foundation

POLICY OPTIONS

& Create a formal mechanism to engage
business and labor in setting workforce
development goals, planning training
strategies, shaping regional or area
budgets, and eliminating programmatic
overlap
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workers must possess in order to prosper in today’s economy. Such invest-
ment not only offers the highest potential return on public investment, it ad-
dresses the fundamental weakness that continues to inhibit the
Commonwealth’s economic development, that of persistent undereducation.

Investments in workforce development must be focused first and foremost
on the small enterprises that form the backbone of Kentucky’s economy and
hold perhaps the greatest promise of high-wage jobs in the future. In order to
achieve critical economies of scale in our training investments, the cultiva-
tion of industrial networks must become a principal focus of workforce de-
velopment initiatives. Finally, an institutional framework that will extend a
strong decisionmaking role to stakeholders at the local level must be con-
structed.

These recommendations suggest a primary focus for public investment
and a means to shaping a more responsive, more effective workforce devel-
opment system through stakeholder engagement. The challenge of develop-
ing the full potential of Kentucky’s workforce simply cannot be met by the
public sector alone. Consequently, public investment must be targeted toward
those areas of greatest need and greatest opportunity. Finally, stakeholders
must become fully engaged in shaping a workforce development system that
will serve the Commonwealth into the 21st Century.
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MA X I M I Z I N G  RE T U R N S  O N

PU B L I C  IN V E S T M E N T

The public must and will be served.
William Penn, 1693

CLEARLY, BALANCING PUBLIC AND PRIVATE ROLES in workforce

development and forging strong institutional links between the two sectors
will help achieve higher returns on public investment. But more must be
done. Government must become a more focused, flexible and responsive
provider of quality, customer-oriented services. Indeed, the demand for ac-
countability, for programs and policies that garner real, measurable returns
on public investment, is perhaps unprecedented. And, arguably, no govern-
ment role is more important than the education and training of the present
and future workforce. Consequently, significant public pressure exists to cre-
ate systems that yield the highest possible returns on public investment, re-
turns that make a difference in the lives of citizens.

In order to realize the critical goal of developing the full potential of our
workforce, we must fashion a holistic strategy for workforce development
that addresses the unique needs of the Commonwealth. As the Governor’s
Commission on Quality and Efficiency noted in its 1993 report, two common
threads typically inform the efforts of states engaged in aggressive strategies
to develop human capital:

1) Integration of systems that enable, support and sustain worker
productivity is key.  The delivery of all social services—from child care
and education, to career counseling and training—is recognized as part
of a single system driven by common standards.
2) Investing in the skills of the future and current workforce is not
enough.  Strategies to ensure that companies reorganize work to com-
pete successfully in a global marketplace are critical. A common fear in
leading states is that the time, effort and substantial resources they are
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dedicating to improving workforce skills will not be matched by high-
skill, high-wage job opportunities.105

In order to maximize returns on public investment in workforce develop-
ment and achieve optimum outcomes, we must bring critical focus to the
challenge of integrating service delivery and better utilizing the many re-
sources we have at our disposal. The substantial technological infrastructure
we now have in Kentucky, for example, must be focused on extending
learning opportunities to Kentuckians—regardless of where they live and
what circumstances shape their lives.

To achieve our goals for workforce development, we must establish and
maintain a solid foundation of information that will guide and inform poli-
cies and enable a higher quality of service. As researchers Robert Zemsky
and Penney Oedel observe, all answers begin with accurate information.106

Consequently, we must cultivate what economic development researcher R.
Scott Fosler terms “a new generation of institutional intelligence” to inform
and guide policy at all levels. “State government needs to conceive of itself
as a learning system encouraging a constant flow of useful and usable infor-
mation coming from whoever has it and moving to whoever needs it. And it
needs to continually train its own employees across all positions in generat-
ing and applying such knowledge.”107

By doing so, state government will move toward becoming an exemplar
of the high-performance organization it must encourage throughout the pri-
vate sector. In order to address the demand side of the workforce develop-
ment equation, it will be necessary to cultivate a market for high skills
throughout Kentucky, to help firms move toward high-performance organi-
zation. Firms that value and encourage education and training and adopt par-
ticipatory management styles will be far more likely to survive in a globally
competitive environment and continue contributing to the state’s economy.
Research suggests that public investment in training for low-skill, low-
performance firms is, at best, ill-advised.

As we advance a comprehensive strategy for workforce development,
structural realignment may be necessary. While the optimum organizational
structure is not likely to exist in another state with dissimilar social and eco-
nomic circumstances, our present delivery system is characterized by unnec-
essary obstacles for students and insufficient cooperation between
institutions. Ultimately, institutional rivalries must be set aside, collaboration
must be strongly encouraged, and new, more demanding, future-oriented per-

                                                
105 Governor’s Commission on Quality and Efficiency, 5.
106 Zemsky and Oedel, 6.
107 Fosler, 3.
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formance standards must be adopted if the long-term interests of the Com-
monwealth are to be served.

Think and Plan Strategically

WHILE THE OVERRIDING GOALS for workforce development in Ken-

tucky are abundantly clear and the subject of little disagreement, a holistic
strategy for realizing them is not. Dozens of advisory boards and committees
engage the private sector, but the institutional link between employers and
training and education programs has yet to be forged. And, in spite of signifi-
cant efforts to consolidate the state’s workforce development delivery sys-
tem, it remains poorly integrated. Consequently, the enormous energy and
resources that a range of institutions pour into strategic planning seldom
reach beyond programmatic boundaries. Because only a coordinated, interde-
pendent system will produce preferred outcomes, the results of this extraor-
dinary investment are neither strategic, nor in the fullest sense of the word, a
plan.

A Framework for Decisionmaking

IN SPITE OF THE DIFFICULTIES that interagency and public-private co-

operation pose, an inclusively developed strategic plan for workforce devel-
opment appears essential. Indeed, the development of a “comprehensive
training strategy to include all relevant state providers of training and sup-
port” was the first recommendation to emerge from the Governor’s Commis-
sion on Quality and Efficiency in its report on workforce training. The report
concludes, “It is essential to coordinate governance.”108 The services of state
and local agencies must be integrated into a single system with uniform stan-
dards that is highly responsive to the needs of citizen customers.

                                                
108 Governor’s Commission on Quality and Efficiency.
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A strategic plan would align and integrate the missions and roles of agen-
cies and institutions, recognize and accommodate the larger social and eco-
nomic context, and establish:

• a clear, concise vision for workforce training and education;
• goals—urgent, short-term and long-term;
• strategies and time lines for realizing goals; and,
• benchmarks for measuring program outcomes, as well as overall

progress.

The effectiveness of benchmarks obviously depends upon the establishment
of uniform standards, based upon competency or mastery, rather than discrete
criteria. All relevant training and education institutions must come to agree-

ment on those standards, ways of
measuring them, and ways of ensur-
ing their institutionalization.

With a strategic master plan in
place, agencies and institutions can
engage their collective energies in
creative solutions to long-standing
problems, achieve the level of col-
laboration and cooperation that is

essential to success, and rise above political and institutional rivalries that
have historically inhibited the effectiveness of our system of educating and
training Kentucky’s workforce.

POLICY OPTIONS

& Shape a long-term, inclusive vision for
workforce development, goals for re-
alizing it, a time line for achieving
goals, and benchmarks for measuring
progress
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As illustrated, Washing-
ton State’s Comprehensive
Plan for Workforce Training
and Education suggests the
characteristics of the ideal
workforce training and edu-
cation system. In order to
achieve the ideal here in
Kentucky, it will be neces-
sary to engage representa-
tives from education and
training; social welfare agen-
cies; economic development,
industry and labor leaders;
and interested individuals
from across the Common-
wealth in a dialogue about
the future of workforce de-
velopment. Moreover, it is
essential that we create an
institutional framework for
maintaining that dialogue
and ensuring broad-based
commitment to its realiza-
tion. While considerable
consensus exists about
workforce development is-
sues, it is important to enlist
broad support for the concept
of a shared vision and goals
from the outset. Ultimately,
participation in the realiza-
tion of any plan will depend upon the level of ownership key parties claim.
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YHORSPHQW�VWUDWHJLHV�

⇒ %H�EDVHG�RQ�IXOO�SDUWQHUVKLSV�EHWZHHQ�EXVLQHVV��OD�
ERU��DQG�WUDLQLQJ�DQG�HGXFDWLRQ�UHSUHVHQWDWLYHV�

⇒ 3URPRWH�WKH�GLJQLW\�RI�ZRUN�DQG�WKH�YDOXH�RI�ZRUNIRUFH
WUDLQLQJ�DQG�HGXFDWLRQ�

⇒ 5HO\�RQ�WKH�EHVW�ODERU�PDUNHW�LQIRUPDWLRQ��VR�WKDW
SHRSOH�DFTXLUH�VNLOOV�WKDW�ORFDO�LQGXVWULHV�QHHG�

⇒ 3URYLGH�VWXGHQWV�DQG�ZRUNHUV�ZLWK�D�IRXQGDWLRQ�RI
EDVLF�VNLOOV�WKDW�HTXLS�WKHP�WR�EH�OLIHORQJ�OHDUQHUV��DQG

⇒ %H�DFFRXQWDEOH�IRU�UHVXOWV��DQG�FRPPLWWHG�WR�XVLQJ
RXWFRPH�PHDVXUHV�WR�FRQWLQXRXVO\�LPSURYH�SURJUDP
TXDOLW\�

6RXUFH���:DVKLQJWRQ�6WDWH¶V�&RPSUHKHQVLYH�3ODQ�IRU�7UDLQLQJ�DQG�(GXFDWLRQ������
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Cultivate “Institutional Intelligence”

IN VIRTUALLY EVERY ARENA, “institutional intelligence”109 offers gov-

ernment the opportunity to fit policies, programs and increasingly scarce
public resources more precisely to the long-term needs of citizen-customers.
Precise data are critical to the realization of goals for a high-skills workforce.
The need for institutional intelligence is echoed in a number of the ideal
characteristics Washington State’s plan suggests. Ongoing maintenance of a
comprehensive base of data will also permit the periodic measurement of
programmatic effectiveness over time, as well as necessary and appropriate
adjustments to goals, policies and programs. In short, decisions based upon
reliable, timely data are far more likely to succeed.

The collection, utilization, dissemination and ongoing maintenance of in-
formation is becoming a vitally important public role, one that mirrors the
transformation of management roles in the private sector. Increasingly, man-
agement of public agencies involves the lower cost and, arguably, higher im-
pact strategy of facilitating or supporting action at the point of contact with
citizen/customers, rather than direct-service delivery. The emerging public

roles of information analysts,
technical advisors and facilitators
are by-products of organizational
change, which recognizes the im-
portance of empowering those
closest to service delivery and
targeting efforts and resources, in
this case, information, at that
level. This shift in public roles

soberly recognizes the inability of government to be all things to all people
and represents a more economical and potentially more effective use of lim-
ited government resources.

Education researcher Aims C. McGuinness, Jr., formerly with the Educa-
tion Commission on the States and now a private consultant with the Na-
tional Center for Higher Education Management Services based in Boulder,
Colorado, emphasizes the importance of understanding the “client base” of
education and training institutions and working outward from it. McGuinness
suggests that “the issue of demand”—who needs education and what social

                                                
109 Fosler, 10.

. . . who needs education and what
social and economic

circumstances influence their
ability to secure it should shape
institutional missions, policies

and programs.
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and economic circumstances influence their ability to secure it—should
shape institutional missions, policies, and programs.110

Similarly, David W. Stevens, director of the Regional Employment Dy-
namics Center at the University of Baltimore, offers what he terms “a recur-
sive model of state action to affect adult workforce quality,” a process or
“continuous flow” that relies upon:

1. Documentation of current adult workforce attributes and current in-
stitutional capacities to advance the quality of the state’s
workforce;

2. Decisions about absolute thresholds of quality for all adults who
come in contact with state programs that are comparable to stan-
dards in other states; and,

3. Recurring modification of goals, actions, policies, etc.111

Stevens, like McGuinness and many others, underscores the importance of
comprehensive information about need and the capacity to meet it as a criti-
cal first step for state action aimed at building workforce quality. By concen-
trating on the needs of customers or clients, not on creating more programs, a
recommendation which emerged from a 1993 National Governor’s Associa-
tion conference on employment and training,112 Kentucky can garner a higher
return on its current investments in workforce development.

The statewide literacy survey now being finalized by the University of
Kentucky’s Martin School, for example, will provide an important demo-
graphic key to potential demand for education and training across Kentucky.
The comprehensive data base developed by the Legislative Research Com-
mission to support the work of a legislative task force on poverty forms an-
other key component of the data which must be routinely and systematically
collected. Geographically specific data on race, sex, income, education, em-
ployment, unemployment, labor force participation, participation in social
programs, child care needs, wages, etc., will help define the client base of
institutions, shape institutional responses to their needs and better coordinate
services.

With a comprehensive foundation of quantitative information in place, we
can develop a far more sophisticated qualitative understanding of social and
cultural factors that inhibit participation in post-secondary education and be-
gin to address them systematically through outreach, education, and support

                                                
110 McGuinness Jr., A.C. (1995, September). Telephone interview.
111 Stevens, D.W. (1992). Advancing adult workforce skills: opportunities and requirements for state action. EQW
Working Papers, National Center on the Educational Quality of the Workforce, University of Pennsylvania, 3-4.
112 National Governors’ Association (NGA). (1993, November 10-12). Where are the jobs? Employment and
training policy conference proceedings (Los Angeles, California). Washington, DC: NGA, Center for Policy Re-
search, 14.
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services that improve access and expand opportunity. A richer understanding
of social and cultural factors will enable a more sensitive, more appropriate
public response, one that meets individuals and firms at comfortable entry
points.

A solid foundation of information will not be complete without compre-
hensive data about Kentucky employers, which we cite as a critical element
of an overall economic development strategy in our recent report, Reclaiming
Community, Reckoning with Change. For example, global and regional eco-
nomic prospects for entire industries, individual firms and their suppliers, as
well as the jobs these firms expect to create, are essential economic intelli-
gence that should be routinely collected, analyzed, updated, broadly dissemi-
nated, and used. Indeed, cultivating institutional intelligence is one of the
most important economic development roles state government can play, one
the General Assembly has recognized and sought to advance.

In an effort to link training supplies with workplace demand, the Ken-
tucky Occupational Informational Coordinating Committee (KOICC) pre-
pares an annual report for the state and each of its area development districts.
The Legislative Research Commission (LRC), however, concluded that
KOICC estimates are flawed in a November 1995 report on state workforce

training programs.113 While a
task force has been formed to
address the data collection issues,
LRC has recommended remedies
including more accurate and

systematic collection of data on job placement rates from post-secondary
programs; rapid institutional responsiveness to that data; and vigorous atten-
tion to the skills and attributes employers seek in employees.114

Dr. Michael J. Gardone, Deputy Executive Director of Academic Affairs
for the Council on Higher Education, observes that the data collected is in-
sufficient, as only 10 percent of firms are represented in the sample. Moreo-
ver, according to Gardone, the information which institutions such as the
state’s community colleges must use to plan and implement customized
training is dated by the time it is published. As a consequence, limited re-
sources may not be utilized in the most cost-efficient and effective manner.
“Our weakest point is labor market information,” observes Gardone.115

At the same time, in order to respond in a timely manner to accurate labor
market information, many of Kentucky’s training and education institutions

                                                
113 Yaeger, M.C. (1995, November). Workforce training report (# 272). Frankfort, KY: Legislative Research
Commission, 56-66.
114 Ibid., 66.
115 Gardone, M.J. (1996, March 20). Meeting with representatives of Kentucky Council on Higher Education.

“Our weakest point is
labor market information.”
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will have to become far more flexible in the development and the provision
of educational opportunities. For many institutions, this ultimately may re-
quire retraining or redeployment of—or cuts in—staff whose credentials are
in fields for which there is no longer a demand in the marketplace. Likewise,
temporary or permanent, floating staff may be necessary to meet immediate,
short-term needs for training and education.

Comprehensive data about future employment prospects would also en-
able the Commonwealth to make more informed investments in “good jobs,”
those which are far more likely to enable prosperity and enjoy sustained de-
mand. By identifying employment sectors that are likely to expand and by
cultivating a supply of skilled workers to meet anticipated demand, we can
gradually develop a more sophisticated and more effective overall develop-
ment strategy, one economics professor Patricia M. Flynn suggests is “pro-
active” rather than “defensive”:

Defensive state actions such as tax abatements or other financial in-
centives can quickly lower costs to potential employers and attract
relatively large numbers of jobs in a short period of time. However,
these mechanisms can undermine long-term economic growth, par-
ticularly when the types of jobs recruited are relatively low-skilled and
vulnerable to further relocation to areas of even lower cost. In con-
trast, while proactive strategies will take longer to reduce costs by in-
creasing productivity, the impacts regarding jobs and growth are likely
to be of higher quality and longer term.116

Johnson and Stallmann observe that comprehensive information about
larger labor markets also offers critical fodder for decisionmaking to rural
youths who might otherwise be discouraged by prospects in their local com-
munity. Such discouragement may prompt decisions to drop out of school or
forego post-secondary education and training. “The resulting labor force of
the community will not be prepared to adjust to future changes in the labor
market.” The long-run impact of a strategy focused on accommodating the
low skills of a labor force, these researchers conclude, is a future labor force
with “little incentive to acquire skills” and a community “stuck in a self-
perpetuating cycle of low wage jobs and dropouts qualified only for low
wage jobs.”117

                                                
116 Flynn, P.M. (1992). Competitive strategies of states: a life-cycle perspective. EQW Working Papers, National
Center on the Educational Quality of the Workforce, University of Pennsylvania, 21.
117 Johnson, T.G. and Stallmann, J.I. (1994). Human capital investment in resources-dominated economies. Society
and Natural Resources, 7:230.
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In short, Kentucky’s institutions
of training and education, as well as
its agencies of economic develop-
ment, must become far more in-
formed and far more flexible and
responsive to rapidly changing eco-
nomic circumstances if they are to
meet the demand for skilled workers
with an appropriate supply and re-
main accountable to customers.
Fosler, who serves as Vice President
and Director of Government Studies
for the non-profit research institu-
tion, the Committee for Economic
Development, cites institutional in-
telligence as a key capacity or capa-
bility states must cultivate in order

to achieve economic development: “States . . . need an institutional brain and
nervous system that is up to the new challenge of rapidly processing and ef-
fectively transforming great quantities of information into usable, and used,
knowledge.”118

Advanced, refined knowledge is absolutely critical to the success of
workforce development initiatives, a well as a host of other public efforts.
Without sufficient knowledge, training and education are far less likely to be
appropriate to the marketplace and far less likely to be of long-term eco-
nomic benefit to the Commonwealth and to those citizens who devote time,
energy and resources to learning, self-improvement and preparation for a job.
The absence of measurable returns in the lives of citizens who are willing to
invest in the future ultimately serves as a powerful disincentive to continuous
learning. Applied knowledge, on the other hand, can help the Commonwealth
send an altogether different message to the citizens it serves, one that is visi-
ble and immediately understandable: Education changes lives for the better.

                                                
118 Fosler, 10.

POLICY OPTIONS

& Invest in skilled data analysts, training
for existing staff, technology to support
data collection, and vehicles for col-
lecting useful and useable data

& Create formal communication networks
for disseminating labor market infor-
mation and other data to training and
education providers in a timely fashion

& Require publicly funded education and
training institutions to develop com-
prehensive profiles of their client bases,
set goals for meeting client needs, de-
velop service plans, and report periodi-
cally on progress
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Extend Our Reach

GENERALLY, THOSE INDIVIDUALS who need adult education and

literacy services have fewer resources available to them. Participants in adult
education programs often must overcome resource barriers and social
stigmatization. Clearly, Kentucky’s undereducated population is difficult to
reach, engage and motivate, the primary reason why lack of participation in
adult education and literacy confounds virtually every one of the 50 states.

In order to deal with the problems facing Kentucky’s workforce, we must
fundamentally reconsider how we deliver services. The labor-intensive
strategies which we now rely upon are costly and geographically limited in
their reach. One foundation on which we can build is that of our cache of
existing technological resources. KET and the Kentucky Information High-
way lie at our disposal, and they offer a means of achieving the economies of
scale that inhibit our ability to provide cost-effective services to rural areas
and small employers. Unfortunately, we have not yet broadly capitalized on
these assets for the purposes of adult education and workforce training.

According to Bill Wilson, Deputy Director of Programming at KET, an
estimated 98 percent of the households in Kentucky have televisions. This
“paradox of poverty” is that people are willing to invest in television, often to
the exclusion of actual needs. Television is viewed as a window to the world,
a way out rather than a reminder of one’s problems. It can also serve as one
of the best means to reach the population in need of adult education and liter-
acy services.

Because it minimizes the barriers of time and distance, television presents
one of the best platforms for reaching a broader population. KET already of-
fers a basic literacy series entitled “Learn to Read”; pre-GED programming
entitled “Another Page”; a fundamentals of math series entitled “Math Ba-
sics”; and a worksite skills enhancement program designed to enable busi-
nesses to adapt basic education training to the skill needs of their specific
organizations. These programs are broadcast throughout the state via network
and cable television. To offer flexibility to those whose work schedules do
not permit viewing, videotapes and accompanying instructional materials are
available at public libraries and at cost from several public and private or-
ganizations.
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Educational television alone, however, will not fully address the needs of
Kentucky’s undereducated adult population. As much as young learners,
adult students need interactive reinforcement. Some states have begun to ad-
dress this need through programs that augment educational television
courses. “Teleteacher” in Virginia furnishes such reinforcement and accom-
modates diverse schedules by providing access to academic assistance 24

hours a day. Alabama utilizes
learning centers and home tu-
tors in conjunction with edu-
cational television to reach
adult students.

Information technology, like
television, promises to mini-

mize both the cost of adult education and the inequities that exist in access to
resources. Here in Kentucky, we have the technological infrastructure in
place to vastly improve the educational resources available to citizens across
the state. Computerized instruction is an ideal tool for adult education, as it
affords privacy, individually paced instruction, flexibility in scheduling,
ready transference of skills, and better-than-average achievement gains for its
users. Perhaps most importantly, it offers an interactive educational medium
that effectively eliminates a range of obstacles that inhibit access, including
inadequate transportation, lack of available child care, disability, and sched-
ule constraints. Also, it permits economy of scale, the ability to reach a wide
group of citizens or businesses with modest investment.

The Kentucky Telelinking Network (KTLN), for example, has begun im-
plementation of Star Schools, a federally funded initiative that links eight
university hub sites with local classrooms around the state via two-way inter-
active audio and video. While the network enables multiple uses, its primary
purpose is educational offerings at distant sites. At present, 75 interactive
video classrooms offer students around the state the opportunity to engage in
courses of study that would otherwise be unavailable in their communities.
Another 40 classrooms will be on line by the end of September 1996.

Murray State University, for example, offers courses toward an M.S. in
nursing at Madisonville, Paducah and Hopkinsville, with the cooperation of
the community colleges. Similarly, the University of Kentucky is offering
doctoral level courses in education at locations around the state and a Mas-
ters of Social Work at Highland Heights and Morehead in cooperation with
Northern Kentucky University and Morehead State University. Additionally,
video technology will soon permit some high school students to access ad-
vanced placement courses at their schools and move closer to gaining college
credit for subjects in which they demonstrate proficiency.

Information technology . . . promises
to minimize both the cost of adult
education and the inequities that

exist in access to resources.
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More extensive use of technology is, of course, constrained by the same
financial limitations that inhibit our abilities in many arenas. Investments in
computer hardware and software, as well as nearly continuous upgrades and
training, are costly and ongoing. A measure of creativity could, however,
yield extraordinary opportunities.

The vast technological waste being generated in the rush to refine com-
puting capabilities, for example, includes innumerable computers that are
still operable. Many others can be repaired and retooled for educational pur-
poses. The out-of-service computing equipment generated by state govern-
ment alone would provide a remarkable beginning. A comprehensive,
statewide public-private effort to systematically recycle computer equipment
would offer firms an opportunity to make tax-deductible contributions to
public education, help abate public costs, and improve the very workforce on
which private employers rely. Firms could donate new and used equipment,
repair services, software, and technological expertise, and realize a signifi-
cant return on their investment—a workforce better prepared to meet the
challenges of both the present and the future.

In addition to utilizing more of
the distance learning opportunities
we possess and the equipment we
often simply discard, we also must
bring new energy and creativity to
shaping opportunities for exposure
to technology. Working closely with
grassroots o rgan iza t i ons  l o -
ca ted  throughout the state, for ex-
ample, we can begin to create small,
accessible, user-friendly technology
centers in schools, churches, librar-
ies, community centers, senior citi-
zen centers, etc. Such centers could
focus on introducing citizens to
technology, minimizing fear of it,
exploring learning possibilities via
the computer, and introducing citizens to educational options. Every effort to
broaden access to technology across the state, regardless of income or loca-
tion, must be made if this extraordinary learning tool is to yield broad returns
for the citizens of Kentucky.

POLICY OPTIONS

& Continue to invest in and advance the
technological infrastructure needed to
achieve statewide electronic access

& Require publicly funded education and
training institutions to set goals for
distance learning, plan for implementa-
tion, and periodically measure and re-
port on progress

& Create a pool of grant funds to support
small community learning centers and
home learning networks

& Establish a joint public, private and
non-profit effort to refurbish and rede-
ploy discarded computer equipment for
distance learning purposes
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Structural Change

The essence of management is to make knowledge productive. Management, in other
words, is a social function. And in its practice management is truly a liberal art.

Peter F. Drucker

ULTIMATELY, any effort to derive maximum returns from the Common-

wealth’s investments in workforce development will compel reckoning with
the issues of institutional reorganization. In Kentucky, all but one of the
“perennial issues” identified by the Education Commission on the States as
common triggers for proposed reorganization119 have made their way on to
the public agenda in recent years. While there are no current “Proposals to
close, merge colleges or universities, or to change institutional missions,”120

the Commission’s list might otherwise have been compiled to describe Ken-
tucky’s recent experiences. It includes:

• Actual or potential duplication of high-cost graduate and profes-
sional programs;

• Conflict between the aspirations of two institutions (often under
separate governing boards) located in the same geographic area;

• Legislative reaction to institutional lobbying;
• Frustrations with barriers to student transfer and articulation;
• Inadequate coordination among institutions offering one- and two-

year vocational, technical and occupational and transfer pro-
grams; and,

• Concerns about the effectiveness of the state board.121

Today in Kentucky, concern is growing about the Commonwealth’s abil-
ity to respond to the larger and increasingly demanding context, meet public
need and manage public resources effectively over the long term. Public in-
stitutions built upon enduring traditions must now serve in a new, dramati-
cally changed environment, one that will almost certainly bypass inflexible,
unresponsive bureaucracies and, in time, render some of them irrelevant.
While the boundaries and the political allegiances of publicly financed insti-
tutions are well-defined, the new context is not. Globalization, technology
and organizational realignment are changing the circumstances of our lives

                                                
119 McGuinness Jr., A.C. (1994). The changing structure of state and higher education leadership. State Post-
secondary Education Structures Handbook, 1994. Denver: Education Commission on the States, 19-21.
120 Ibid.
121 Ibid.
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every day. Failure to anticipate and respond to these changes will almost
certainly diminish the effectiveness of education and training institutions.

Organizational change, however, is not simply a matter of redrawing lines
of authority or collapsing departments or agencies to achieve presumed effi-
ciencies. Rather, it involves changing the cultures of institutions, fundamen-
tally redesigning the conduct of day-to-day business to focus collective
energies on the quality of products and services and on meeting the require-
ments and needs of, in this case, students, would-be students, and citizens of
the Commonwealth. To
effect such change, or-
ganizational change theo-
rists underscore the
importance of, among
other things, creating a
fully participatory organi-
zation that broadly engages and empowers employees at all levels; shaping
and diffusing an organizational vision around the goal of continuous im-
provement; systematically measuring outcomes; cultivating new leaders
through training and education, teamwork, reward and recognition; and fos-
tering a climate of innovation. The latter can only be achieved when organi-
zations become genuinely democratic and thus open to new ideas from all
levels.

As we discuss in detail in the subsequent section on high-performance or-
ganization, structural change is difficult, costly, time-consuming work for
which little public sector groundwork has been laid. But it is work that must
be done if we are to achieve higher quality services while lowering the cost
of delivering them. And every fiscal indicator suggests that lowering service
delivery costs throughout government is fast becoming an imperative.
Clearly, it must become an overriding goal for our full workforce develop-
ment system, for the programs of the Workforce Development Cabinet,
which face almost certain cuts in the federal funds on which they rely, and,
more importantly, for the full system of state-supported higher education,
which is the recipient of a substantial portion of the state budget, almost 15
percent in 1994.

Organizational change is not simply a
matter of redrawing lines of authority or

collapsing departments or agencies to
achieve presumed efficiencies.
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Continue Program Consolidation

A RECURRING ORGANIZATIONAL ISSUE in recent years has been the

locus of the Bluegrass State Skills Corporation. In spite of the General As-
sembly’s widely hailed efforts to consolidate workforce development pro-
grams and give them cabinet-level status, BSSC remains an anomaly.
Presently, BSSC is seated in the Economic Development Cabinet, presuma-
bly for the purpose of facilitating the utilization of training incentives for lo-
cating or expanding industries. The process of consolidation should continue
in order to ensure alignment with overriding goals, achieve greater efficiency
and effectiveness, and enhance interagency cooperation.

As the Governor’s Commission on Quality and Efficiency concluded,122

BSSC should be transferred to the Workforce Development Cabinet. While
the BSSC model of employer involvement in decisionmaking is one that
should be preserved and broadened, full consolidation of Kentucky’s
workforce development initiatives is desirable for a number of reasons. First
and foremost, it offers optimum opportunity to ensure the most productive,
beneficial use of public resources. Second, it places critical oversight respon-
sibility in the hands of the agency best equipped to assume it. Finally, con-
solidation will help ensure administrative and programmatic commitment to
the realization of overriding, interagency goals.

While Executive Director Ken-
neth Carroll suggests that BSSC’s
separation from the Cabinet for
Workforce Development permits it
to work independently with other
training providers, such as the com-
munity colleges, the highly coopera-
tive, collaborative system which
must be cultivated would ultimately

preserve and advance such independence in the interest of quality, efficiency
and commitment to overriding goals. Logically, agencies that are able to
maintain discrete funds for purposes that fall outside their central missions
are likely to have little motivation to work closely with other agencies. Only
through a highly collaborative approach to meeting a shared vision and goals
will the agencies of state government move toward their realization. Pools of

                                                
122 Governor’s Commission on Quality and Efficiency. (1993). Wake-Up Call for Kentucky: Out of Crisis into
Action. Frankfort, KY: Office of the Governor, State of Kentucky, 82.

POLICY OPTIONS

& Continue programmatic consolidation
of workforce development initiatives
by locating the Bluegrass State Skills
Corporation in the Workforce Devel-
opment Cabinet
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agency funds designated for a purpose that falls outside an agency’s principal
mission appear to create disincentives for collaboration.

While the BSSC’s organizational structure and objective approach are
highly regarded, a coordinated approach to the realization of a vision of in-
creased prosperity would, in all likelihood, be best realized by one, rather
than multiple agencies.

To Merge or Not to Merge?

ANOTHER ISSUE OF RISING CONCERN to policymakers is whether the

Kentucky Tech System and the University of Kentucky Community College
System should be merged and organizationally restructured. Perceived dupli-
cation, apparent competition, lingering obstacles to course transfers between
the two systems, and poor coordination, among other things, have prompted
many observers to call for a merger of the two systems. They include a Uni-
versity of Kentucky Community College System Futures Commission which
recommended in January 1996 that policymakers “work toward a merged
system of Kentucky Tech post-secondary vocational-technical schools and
centers and the UK Community College System.”123 The community college
system’s attachment to the University of Kentucky is yet another structural
consideration called into question by the merger issue.

While the national trend appears to be toward consolidation of technical
centers and community colleges, opinions are by no means unanimous. In-
deed, education experts have cautioned for decades against the rush to elimi-
nate perceived duplication. In his 1970 book, Higher Education in the Fifty
States, M.M. Chambers observed, “Fear of ‘duplication’ of general under-
graduate programs is a relic of Depression days and earlier, when public
higher education was a very thinly spread enterprise. Virtually all under-
graduate curriculums and courses, whatever their labels, contain large infu-
sions of liberal arts or general education, which indeed needs to be
‘duplicated’ (or better, diffused, diversified, and dispersed) until it is accessi-
ble to all citizens.”124 Whether the fiscal restraint of today has rendered
Chambers’ observations yet another relic of our recent past is yet to be seen.

                                                
123 Commission on the Future of the UK Community College System. (1996, January). Pathway to Kentucky’s
Future. Lexington, KY: University of Kentucky Community College System, 14.
124 Chambers, M.M. (1970). Higher Education in the Fifty States. Danville, Illinois: Interstate Printers & Publish-
ers, 10-11.
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What Kentucky policymakers do see is a system that is less than optimum
for a number of reasons. Rather than assuming a cooperative approach to
shared missions and responsibilities and realizing the benefits of better out-
comes, greater legitimacy, and stronger external support,125 a posture of in-
stitutional competition between these two systems is evident. Recent research
by the RAND Corporation’s National Center for Research in Vocational
Education suggests that such competition comes at a cost, not only to stu-
dents, but to the institutions as well. In a study of local systems of vocational
education and job training, Grubb and McDonnell found “a stable division of
labor and articulation agreements”126 reduced instability in enrollment. As
one administrator observed, “Cooperation brings more total dollars into the
area.”127

In spite of overtures and evidence of cooperation, relatively autonomous
systems are emerging in Kentucky. Along with a number of state vocational/

technical programs, Kentucky
Tech has joined other state
technical systems in the for-
mation of a new accreditation
organization, the Commission
on Occupational Education.

The community colleges remain under the accreditation auspices of the
Commission on Colleges Southern Association of Colleges and Schools,
which, according to community college administrators, is less than suppor-
tive of business and industry. While the relative inflexibility and unwilling-
ness to change evidenced by accreditation bureaucracies is partly to blame
for the divide between these institutions, cultural differences also inhibit joint
problem solving and agreements that would potentially yield broad benefits.

Methods of instruction used by the community college system and the
state’s vocational/technical training programs have historically differed.
While there is significant overlap in styles of instruction today, the state’s
technical training and education programs have generally followed an applied
learning model that differs sharply from the conceptual model of community
college instruction. Vocational/technical students learn by doing. In addition
to mastery, diploma requirements are measured in actual hours of hands-on
learning, a system that does not mesh neatly with college credit hours.

                                                
125 Heymann, P. (1987). The politics of public management. New Haven: Yale University Press, as cited in Grubb,
W.N. and McDonnell, L.M. (1991). Local systems of vocational education and job training: diversity, interde-
pendence, and effectiveness. Santa Monica, CA: RAND Corporation, 23.
126 Grubb, W.N. and McDonnell, L.M. (1991). Local systems of vocational education and job training: diversity,
interdependence, and effectiveness. Santa Monica, CA: RAND Corporation, 42.
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Competition comes at a cost,
not only to students,

but to institutions as well.
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The suggestion by opponents of a merged technical and community col-
lege system that technical offerings and the vocational approach to teaching
will fall by the wayside under an academic model also may be well founded.
The Arkansas experience offers a recent example of the latter. “The truth is
that without deliberate policy, the academic will drive out vocational-
technical,” McGuinness observed.128 In an interview with the Lexington
Herald-Leader, Ron Schilffarth, a statewide coordinator of Vision 21, a
business group that supports Kentucky Tech, agreed, “The higher education
end tends to control it, and the technical education gets shoved out.”129

As they are presently configured, McGuinness notes, the two institutions
may be serving a different clientele with far different needs. In the event of a
merger, however, one system
clearly becomes dominant. If
the academic model becomes
dominant, the institutions
may become less responsive
to individuals with diverse
educational foundations. If
the vocational model domi-
nates, quality may suffer.
Ideally, however, a merged system would preserve and even expand opportu-
nity for clients or customers with different educational foundations.

While interdependence between the two systems has increased, the trans-
ferability of course work between them remains a point of contention. The
division of labor is another. Vocational-technical advocates view a broaden-
ing technical focus at community colleges as a product of “mission creep,”
an encroachment on the technical training domain. But the authorizing legis-
lation for community colleges clearly envisioned technical education as a
role these institutions would play. Whether policymakers intended to have
parallel institutions offering the same courses of study and competing for the
same students in the same geographic region is another matter. However, in
spite of the best efforts of both systems, according to community college
Chancellor Ben Carr, the needs of the business community are not being
met.130

To achieve relative seamlessness between vocational/technical and com-
munity college systems, some states have mandated system-wide transfer or
“articulation” agreements that ensure the transfer of a specified block of
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courses. So-called “one-plus-one” formulas enable students in certain techni-
cal programs to blend one year of technical training with one year of college
course work and receive an associate degree. Presently, Kentucky’s commu-
nity colleges and tech schools have nine system-wide agreements in place,
according to Anthony L. Newberry, vice chancellor of the community college
system. However, the process of reaching such agreements has reportedly
been protracted and sometimes acrimonious. Moreover, former Workforce
Development Cabinet Secretary William Huston reports that the nine agree-
ments now in place are not uniform throughout the system. A 1995 report on
workforce training prepared by the Legislative Research Commission (LRC)
concluded that the actual number of articulation agreements between the two
systems could not be determined with certainty due to differing reports and
changes in curricula by either institution that required continual renegotia-
tions.131

Within the next few months, seamlessness between the two systems is ex-
pected to make substantial progress. Paducah Community College has been a
model “one-plus-one” site for two years, and, given anticipated approval by
the Council on Higher Education, community college officials expect to dif-
fuse this technical studies model system-wide this summer. According to
Newberry, the community college system has “pushed the envelope” with the
accreditation bureaucracy, hammering out an agreement on third-party re-
view as an option to approval by faculty.132 In cases where the receiving
community college had no appropriate faculty in place, no previous path to
approval existed.

Workforce Development Cabinet officials are concerned that enrollment
in Kentucky Tech programs is being inhibited by the inability of the system
to award technical degrees to graduates. At present, graduates of Kentucky
Tech programs receive diplomas. Officials cite the example of a Kentucky
employer who opted to use a border state school to train employees because
of its ability to confer technical degrees. Graduates of Kentucky Tech pro-
grams, they observe, are often required to pass the same examinations as
community college graduates in order to become certified in their fields. Of-
ficials of the state’s community college system oppose permitting the tech
schools to confer technical degrees, viewing it as yet another form of “mis-
sion creep.”

Critics of institutional obstructions to seamlessness, such as uneven and
uncertain transfer agreements and credentialing, argue that students are the
real victims. In the absence of a cohesive system of education, an as yet un-
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certain population of students cannot build on a viable technical foundation.
By contrast, European models permit students to move more freely between
technical and academic educational tracks and to build on different educa-
tional foundations. Reform advocates also consistently urge movement to a
national, even an international competency-based system that awards creden-
tials based upon knowledge and ability, rather than fulfillment of discrete
institutional criteria, which often demand redundant course work at addi-
tional cost and burden to students.

THE APPEARANCE OF COMPETING state-financed institutions has led

some policymakers to look more closely at the possibility of merging the
community college and the Kentucky Tech systems. A number of observers
have argued that consolidation offers the possibility of higher returns on
public investment. Such a move could potentially elevate the quality of tech-
nical programs, reduce administrative and infrastructure costs over the long
term, and help ensure a seamless path to a degree via technical training. In-
deed, expectations of successful graduates of any program will only continue
to rise. Consequently, movement toward a more rigorous educational model,
one that combines technical and traditional academic curricula, may provide
the optimum long-term strategy. Blending these curricula and merging insti-
tutions under a common umbrella appears to characterize the current national
trend in post-secondary education.

The rather persuasive arguments for consolidation, however, are met with
a number of countervailing arguments, the most compelling of which is the
organizational disruption and diminished institutional effectiveness that a
merge could cause. In order to make an informed decision about merging
these institutions, it must first be determined whether the two systems serve
altogether different clients or customers, what the cost of a merger would be,
how such a merger would contribute to larger goals, and whether alternative
actions would achieve the same goals.

Other states have wrangled with systems mergers in recent years. In 1991,
for example, Arkansas moved to consolidate its dual systems, establish
minimum requirements for entry and exit, and elevate the overall quality of
the technical education it was providing. Under authorizing legislation for the
merger, designation as a technical institute required institutions to offer three
associate of applied science technical degree programs, a strong incentive to
upgrade. As a result, 13 of 24 post-secondary technical schools in the state
either merged with community colleges or became free-standing community
colleges. Most of the remaining 11 schools offer diplomas, two-year certifi-
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cates or associate degrees in conjunction with community colleges or univer-
sities.133

The vocational-academic cultural split, according to John McKay, Arkan-
sas Deputy Director of the Department of Higher Education for Technical
Education, posed the most difficult obstacle to merging the two systems.
“Many of the (vocational) faculty saw the loss of clock hours as tearing the
program apart.”134 Mary Ellen Coettel, Executive Assistant to the Director of
Vocational and Technical Education Division in the Department of Educa-
tion, characterized the merger as traumatic. “A lot of people felt they could
better accomplish what was needed under a vocational-technical system and
not under higher education.”135

Arkansas’ two systems had previously offered only minimally related
courses of study even though they were all under a single state board. With
the merger, 10 free-standing local boards were created to oversee the new
institutions, each of which now offers associate degrees in applied science
and art. Eleven vocational-technical schools opted to remain outside the
higher education system. “People knew they would be lost in the merger,”
McKay observed. “One of the things vocational people are afraid of, in our
case, is programs that should have been shut down. Vocational-technical
never shut anything down because of low enrollment and faculty unwilling-
ness to redesign programs to make them more relevant to today’s job mar-
ket.”136

In addition to the cultural adaptation, the Arkansas merger came at sig-
nificant cost, about $40 million over the course of four years, to develop in-
frastructure, equipment and personnel. Outdated technical equipment, “a
1960 model operation,”137 was upgraded, libraries were established, and the
requisite support and instructional staff were developed to meet community
college requirements for accreditation. If enrollment is a measure of success,
Arkansas has achieved it. Since the merger, student populations at the en-
hanced institutions have increased by 50 percent to 100 percent, according to
McKay. Coettel reports that they have also increased at the vocational-
technical schools.
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AIMS C. McGUINNESS, JR., whose research has focused principally on

the structure of higher education delivery systems, suggests that state-level
solutions may not be solutions at all, although incentives such as those em-
ployed by Arkansas policymakers probably offer the most desired route to a
more collaborative, seamless system. “All over the country you have the
residue of years of (vocational-technical) structure . . . with isolation and in-
sulation . . . still in place, guarding people. Very few states have handled this
through sweeping state-level reform.”138 And efforts to do so, observes
McGuinness, have not worked well in several states, including Vermont,
Pennsylvania, Minnesota, West Virginia, Washington and Idaho.139

The presumption that the prevailing trend of merged systems should be
followed also may not be sound. Writing for the Education Commission of
the States in 1994, McGuinness observed, “While lessons can be drawn from
other states, there is no perfect model. Conflicts are the reality. The challenge
is to resolve those con-
flicts as close to the op-
erating level and as close
to the real problems as
possible. Once issues
rise to the level of the
governor and legislature,
political as opposed to
educational values tend
to dominate.”140 Similarly, RAND researchers concluded, “There is no mis-
taking the importance of local initiative in establishing . . . interdependen-
cies.”141

In the United States, almost 50 different patterns and combinations of or-
ganization can be observed among post-secondary delivery systems, accord-
ing to McGuinness. Truly successful examples of the integration of
vocational-technical and community college missions, he suggests, are pri-
marily evident in individual institutions, such as Maricopa Community Col-
lege, which serves the county around Phoenix, Arizona. Ideally, McGuinness
suggests, the combined missions should yield “transfer programs that are ac-
cepted with little question for upper division work; very good technical pro-
grams that are preparing people for immediate employment; and attention to
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remedial and adult education, employer needs, and short-term needs.”142 A
model combined system would, for example, provide a developmental math
program that is both transferable and relevant to vocational students. “You
must show a lot of respect for different foundations,” McGuinness ob-
serves.143

Unfortunately, remedial education is usually viewed as a failure of public
schools, according to McGuinness, rather than the byproduct of a population
of older workers who need training and education. As a consequence, those
who most often fall through the cracks are adults in need of just such educa-
tional services. Theoretically, meeting this need should be a mission of
community colleges, McGuinness suggests.144 By addressing this compelling
need, community colleges strengthen their horizontal “community” role, one
that can be undermined by the vertical role of “feeder” institution for a uni-
versity.

The imperative of preserving a strong horizontal, community orientation,
one that works toward meeting the needs of a regional client base, argues
persuasively for a thoughtful exploration of the organizational structure of
Kentucky’s community colleges. Many, including Edward Hines, an Illinois
State University professor of educational administration who testified before
the Interim Joint Education Committee in early June 1995, contend that the
“branch campus” role of community colleges in Kentucky has come to domi-
nate other vital roles, including adult, vocational and technical education.145

However, Newberry counters, the Community College Act of 1962 and sub-
sequent actions by the University of Kentucky Board of Trustees have ex-
pressly rejected the branch campus philosophy.

Performance data from the Council on Higher Education (CHE) suggest
that the community college system is effectively meeting dual missions of
providing technical education and preparation for baccalaureate degrees.
While fewer than one quarter of degree-seeking students who entered the
community colleges in the fall of 1989 had transferred by 1991,146 only 37
percent of community college students enroll with the expressed intention of
transferring, according to Newberry. The balance of the student population is
enrolled in technical or non-degree programs. According to Newberry, re-
search has shown that Kentucky’s community college system enjoys one of
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the highest transfer rates in the nation, a “much under-valued byproduct of its
association with the University of Kentucky.”147

In a 1995 interview, Hines observed that independence from a university
system has become the dominant model in the nation.148 At present, Ken-
tucky’s community college system is governed by the University of Ken-
tucky, although appropriations to the community college system are a
separate line item in the state budget. Only two other states in the nation are
governed similarly, but, in both cases, one “super board” oversees all of
higher education. In Kentucky, each university has its own governing board.
Newberry observes that the current national trend is toward merging techni-
cal centers and community colleges under a higher education umbrella. An
alternative structure would be that of an independent system of community
colleges merged with technical centers.

WRITING FOR THE EDUCATION COMMISSION ON THE STATES,

McGuinness suggests the following guidelines for policymakers considering
reorganization of educational systems:

• Before reorganizing, clarify the state vision, goals and objectives
for higher education. Recognize reorganization as a means to an
end rather than an end in itself.

• Be explicit about the specific problems that were the catalysts for
the reorganization proposals.

• Ask if reorganization is the only or the most effective means for ad-
dressing the problems that have been identified. Have the costs of
reorganization been weighed against the short- and long-term
benefits?

• Recognize that a good system takes into consideration both state
and societal needs and the needs of colleges and universities, but
recognizes that state interests are not necessarily the same as the
sum of institutional interests.

• Distinguish between state coordination and institutional govern-
ance.

• Examine the total policy structure and process, including the roles
of the governor and agencies of the executive branch and the leg-
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islature, rather than focusing exclusively on the formal higher edu-
cation structure.149

In short, do not move with haste. Instead, precisely define present prob-
lems and needs, as well as the overriding purpose of reorganization, and con-
sider the potential cost, in terms of time and institutional effectiveness, that
organizational change will exact. Restructuring can take as long as five to
eight years to function effectively,150 a lapse in institutional capacity that
Kentucky cannot afford, given the education gap it must close.

As a necessary prerequisite to any system merger or reorganization, com-
prehensive data about the present client base of institutions, unmet client
need, and programmatic effectiveness must be developed, analyzed and util-
ized to refine missions, restructure programs, and measure institutional per-
formance. In 1993, the Governor’s Commission on Quality and Efficiency
recommended that a comprehensive public audit of the quality of state-
operated workforce training and education programs151 be performed. Such
an audit would permit a more informed decisionmaking process. A precise
time frame for its completion and policy and program responses to its find-
ings should be established.

Again, the ideal post-secondary system of education and training would
successfully accommodate and blend the vocational and the academic ap-
proach. Indeed, it would constantly develop new approaches to education that
would bring more people into our institutions. By ensuring alternative routes

to education, we can address
individual needs while meeting
uniform standards. Clearly,
expectations of all post-
secondary students must be
elevated, but we cannot afford
to drive out educational ap-
proaches that may be effec-
tively meeting the needs of an

undereducated population or a population that responds more positively to a
vocational model of training and education.

As an alternative to potentially disruptive, statewide institutional reor-
ganization, policymakers should consider creating a package of financial in-
centives or rewards for collaboration. Such an approach may, over the long
term, facilitate the realization of a merged system, driven by local initiative,
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rather than legislative mandate. Diverse approaches to and methods of edu-
cating, however, should be preserved and expanded to bring more Ken-
tuckians into the educational process.

The highly collaborative Bell County Campus of Southeast Community
College and Southeast Regional Tech System is a model worthy of broad
replication across the state. While physical location will prohibit joint cam-
puses in many, if not most cases, nothing precludes collaborative institutional
agreements between tech schools and community colleges or state-supported
universities. Precise criteria should be established and utilized to evaluate
performance and determine funding rewards. Possible criteria include:

• jointly developed degree programs and curricula;
• shared administrative roles and costs;
• shared faculty and staff;
• shared equipment costs; and,
• shared services and facilities, whenever possible.

Rather than move precipitously to merge the community colleges and
Kentucky Tech or severe the community colleges from the University of
Kentucky, a judicious approach should be adopted. Rather than seek recom-
mendations from a task force of in-
dividuals with political and institu-
tional loyalties, policymakers should
seek an independent evaluation of
the current organizational structure
from a panel of recognized national
experts and be prepared to act on
that panel’s consensus recommen-
dations. Through an independent,
expert evaluation of the current or-
ganizational structure, policymakers
can secure thoughtful recommenda-
tions that are divorced from political
and institutional rivalries. Again, the
overriding vision of an efficient and
effective workforce development
system that provides optimum op-
portunity and quality should drive
decisionmaking.

Policymakers should consider
another series of actions. They in-
clude establishment of comprehen-

POLICY OPTIONS

& Shape institutional visions and pro-
grams that respond to client needs and
preserve alternative approaches to edu-
cation, revising them as needed

& Develop financial incentives, rewards
to encourage collaboration or merger at
the local level of community colleges
and Kentucky Tech Centers

& Mandate system-wide articulation
agreements

& Conduct an independent quality audit
of the full workforce development    
system

& Consider mandating more precise in-
stitutional roles to compel cooperation
and prevent duplication of services

& Appoint a nationally recognized panel
of experts to assess and recommend  an
organizational structure for             
Kentucky’s workforce development
system
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sive standards for measuring competency and crediting it appropriately and
mandated articulation agreements within a prescribed time frame between the
various publicly supported systems. Additionally, policymakers may wish to
more precisely define institutional roles to end costly, counter-productive in-
stitutional rivalries and possible duplication of services. In short, policymak-
ers should continue to demonstrate minimal patience with divisiveness and
institutional rivalry. Instead, recognition and financial reward should be re-
served for those institutions which move quickly to pave a seamless path to
education and training opportunities of uniform quality for citizens of diverse
capabilities.
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Leveraging Higher Performance from
Higher Education

It is a commonplace observation that all organizations, over time, tend more and more
to be run for the people who work in them, and for the convenience and reward of their
managers and professionals . . . To whatever extent a university may be inward-looking, its
departments and disciplines peer-focused and self-referential, the “customer” questions
posed by the quality movement have a healthy air to them.

Ted Marchese
Vice President

American Association for Higher Education

WHILE SIGNIFICANT PRESSURE exists within the state to increase gen-

eral fund appropriations for higher education, it is being moderated by recip-
rocal pressure for greater fiscal accountability. The escalating cost of the
increasingly important credentials higher education provides has raised the
ire of Baby Boom generation parents who fear diminishing returns for their
children. At the same time, workers and enterprises have expressed impa-
tience with higher education’s lagging response to changing needs. In re-
sponse, policymakers in Kentucky are seeking appropriate points of leverage
that will effect necessary and appropriate change.

And, in spite of institutional resistance to what M.M. Chambers referred
to a quarter of a century ago as “the smothering officiousness of the state
house,”152 members of the higher education community have begun to re-
spond to calls for greater
fiscal accountability, to
openly discuss ways of
achieving the unthink-
able—higher quality at
lower prices. As Alan E.
Guskin, a private college
administrator, observes in
an essay in Change, a publication of the American Association of Higher
Education, “The cumulative message should be clear, even to the most skep-
tical: we must indeed figure out creative ways to reduce institutional ex-
penses, and then to reduce student costs.”153 In addition to lowering costs,
Guskin suggests, colleges and universities must improve student outcomes
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and utilize information technology more fully in the education process,154 a
step that many believe will reduce institutional costs over the long run.

The response of university and college administrators is somewhat be-
lated. State houses around the nation have been cutting higher education a
smaller and smaller piece of the public pie since the early 1980s.155 The ivory
tower is under siege largely because fiscal accountability has become a pub-
lic sector imperative, and no area of state spending is being excluded from
scrutiny. But excesses by university administrators, expensive research proj-
ects devoid of apparent public benefit, low faculty productivity, generous
pensions, and career students have also garnered the attention of policymak-
ers.156

They have responded by flexing their legislative muscle in previously sac-
rosanct areas. In Ohio, for example, the legislature has compelled professors
to spend 10 percent more time teaching undergraduates.157 Several states
have acted to move students through undergraduate programs at a faster pace.
Arizona has opted to reduce the number of credit hours required for gradua-
tion. Performance standards are also being discussed or implemented in a
number of states, including Kentucky, but, as Charles Mahtesian concludes
in Governing, “. . . most states have lacked the political will or desire to link
performance directly to dollars.”158 Instead, performance standards are linked
to relatively small percentages of funds.

Kentucky is no exception. While performance standards have been devel-
oped and are now being utilized by the Council on Higher Education, they
are linked to a small pool of dollars. And base allocations are not subject to
performance evaluation, according to Ken Walker, Deputy Executive Direc-
tor of Finance for the Council on Higher Education. An anticipated $3.3 mil-
lion in performance funds, less than 1 percent of the $733.6 million expected
to be allocated to higher education for the first year of the 1996-1997 bien-
nium, is expected to be distributed this year.

Money, however, may not be the issue. Regardless of the amount of
money tied to performance, observes Walker, no institution wants to be per-
ceived as having failed to measure up to standards. Consequently, even mod-
est amounts of funds take on importance. Without more substantial
incentives and disincentives, performance funding mechanisms, however,
may not spur the kind of dramatic change higher education must undergo in
order to reduce costs, bring vigorous attention to improving student out-
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comes, create more responsive programs, and improve access through more
extensive use of technology. Higher education’s collective problems, Guskin
observes, are increasingly being likened to those of another costly and unre-
sponsive U.S. system.

People are beginning to make comparisons between the economics of
higher education and of the health care system . . . costs that rise re-
lentlessly; the unwillingness of providers to deal directly with the core
delivery system; governance structures that rest decisionmaking power
about costs in the hands of professionals whose personal interests are
compromised by reducing costs; belief systems that increases in quality
always require increases in expenditures; and a decentralized system
that is heavily underwritten by federal dollars.

NATIONALLY, AS IN KENTUCKY, state funds dedicated to higher educa-

tion have gradually been crowded out by an expanding menu of public obli-
gations. California, for example, now dedicates more revenue to corrections
than to higher education,159 a shift in resources that may be a harbinger of
things to come in every state. In Kentucky, spending per full-time higher
education student has fallen more sharply than in any southern state, 17 per-
cent over the most recent decade.160 During the 1990s alone, Kentucky’s uni-
versities absorbed $85 million in cuts, according to Walker.

As a consequence of declining state contributions, students and their par-
ents are shouldering more of the cost of running public institutions of higher
education. Nationally, the cost of tuition has risen by more than 86 percent
after adjustment for inflation since 1980.161 Student debt has, in turn, ex-
panded. A 1994 study by Sutterlin and Kominski found that more than half
(51 percent) of the nation’s 1990-1991 post-secondary students received fi-
nancial aid from at least one source and that the average aid package for the
year stood at almost $3,000 per student.162

In Kentucky, tuition nearly tripled at doctoral universities between 1983
and 1994. Because enrollment has continued to rise steadily even as tuition
has risen, higher education officials suggest that the escalating cost of tuition
does not appear to be adversely affecting access. However, simple economics
would suggest that such increases do affect access to the much-needed edu-
cational resources of institutions of higher education, particularly in a state
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where per capita income lags so far behind the national average. Indeed, the
question of access is not one of enrollment, but one of how many Ken-
tuckians do not enroll or do not persist in college due to the prohibitive cost.
These questions and others related to the impact of increasing costs on access
to state supported universities and community colleges should be explored in
depth.

In California, Michael A. Shires concludes in a 1995 RAND study of the
state’s Master Plan for higher education, which establishes the goal of pro-
viding access to all who stand to benefit from higher education, that the state
is experiencing “an access crisis.”163 Shires finds that “the rising levels of
fees in the state are routinely pricing out students who . . . should be served
by the state’s higher education sector. Unless the price of higher education is
reduced to earlier levels, the state will guarantee that a significant proportion
of students will be denied access to the state’s public undergraduate institu-
tions.”164

Clearly, access to higher education is unique to the supply and demand
factors that influence the institutions of individual states. California, in spite
of the economic downturn it has experienced in recent years, faces the pros-
pects of an exploding population and inadequate institutional capacity to
meet its likely demand for higher education in the coming years. Our future
circumstances are likely to be quite different, given recent demographic
trends, flattening enrollments at public institutions, and what many view as
institutional capacity that already exceeds demand at some institutions. Con-
sequently, an examination of current trends and future projections of demand
for higher education and institutional capacity to meet it should be under-
taken. The role increased tuition costs may play in limiting demand or access
should be explored simultaneously. Only through scientifically established,
periodically revised analyses of such factors can we effectively shape institu-
tional missions, channel resources appropriately, and assess the real impact
of the status quo—rising costs to students and citizens.

WHILE INCREASED STATE CONTRIBUTIONS to higher education,

which are expected to rise 4 percent here over the first year of the coming
biennium and possibly more the following year, may help moderate the rising
cost of tuition to students, they will do little to effect much-needed organiza-
tional change. Across the nation, “customers” of higher education, as well as
many would-be nontraditional students, are beginning to demand more value
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for their higher education dollar, as well as new products. They are dismayed
not only by rising costs but also by lagging institutional responsiveness to
changing public need. A recent national survey conducted by Washington
State University with support from the University of Kentucky found that a
significant majority of Americans are fully aware of their ongoing need for
education and retraining—81 percent of respondents recognize that their suc-
cess at work is tied to their education.165 What they do not find is available,
accessible opportunities to meet their needs.

In short, the institutions which have traditionally provided post-secondary
education have not responded to the growing demand for greater flexibility,
in spite of a rapid influx of non-traditional students. Many who work full-
time want opportunities for skills enhancement through courses of study that
accommodate their workdays, their busy schedules, and their need to com-
press learning modules into
shorter periods of time. In
order to become more re-
sponsive to this growing
client base, both technical
and higher education insti-
tutions are under pressure
to schedule courses at
night, compress courses of
study, and increase distance
learning opportunities. The survey authors conclude, “Teaching conducted in
the traditional campus classroom will not meet the public’s demand for tai-
lored educational services.”166

Higher education in Kentucky, as well as around the nation, is being
challenged to change, to restructure its delivery of an increasingly important
product—education—and, in doing so, to achieve the same efficiencies that
globalization has demanded of virtually all institutions. Today, rising num-
bers of part-time and intermittent learners are potential customers of higher
education. Without products that meet their needs, some predict that the de-
mands of this growing customer base will eventually be accommodated by
the private sector. University of Pennsylvania researchers Robert Zemsky and
Penney Oedel offer the following “pessimistic” scenario:

Given that the demand for skills training and vocational learning
would likely remain unsatisfied, the inevitable result would be an all-

                                                
165 Dillman et al., 3.
166 Ibid., i.

Many who work full-time want
opportunities for skills enhancement

through courses of study that
accommodate their workdays, their
busy schedules, and their need to
compress learning modules into

shorter periods of time.



C H O O S I N G  P R O S P E R I T Y

86

out assault on higher education’s credential monopoly. In such a
regulatory battle, a recalcitrant and diminished higher education
would not likely win.167

In Kentucky, that “assault” has already begun in the form of proposed legis-
lation to enable Kentucky Tech schools to confer technical degrees.

On the other hand, Zemsky and Oedel suggest that colleges and universi-
ties could rise to the challenge and

“become more like other American enterprises—seeking out new mar-
kets, developing new products, and satisfying the new demand for
technical skills and work-connected learning. This vision maintains
that higher education will do for the rising class of technical craftsmen
what it has so often done for new vocations in the past—convey status
and standing by providing new credentials and degrees.”168

Zemsky and Oedel cite efforts by Indiana University officials to identify
obstacles to sustained enrollment of “new majority” students, active mem-
bers of the workforce, 80 percent of whom left after having taken only one or
two courses.169 Preliminary findings indicate that the extensive foundation of
courses required exacts such an extensive investment of time that working
students are stymied and find it difficult to see a link between education and
work.

What the IU analysis seems to be saying is that new products cannot be
cast in old molds: meeting the demand for job-connected education
means reconfiguring many of higher education’s traditional offerings.
Such a transformation cannot be undertaken lightly. In the end, each
institution will have to establish its own sense of balance, finding the
equilibrium between traditional education and job-connected training,
between the needs of rite-of-passage students and the demands of in-
termittent adult learners.170

Ultimately, both public and private institutions of higher education must
confront the challenge of lowering the cost of their product, and they must do
so in an era of new demands for quality and service, evaporating state and
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federal support, and rising expenses. Though formidable, enterprises
throughout our society have faced a similar challenge in the face of global-
ization and technological advancement. Because the pressure for change is
likely to escalate rather than abate, higher education, particularly publicly
supported institutions, ultimately must engage in systemic, organizational
change. We may be “years away from knowing what academic versions of
TQM will appropriately look like,” as Marchese suggested in 1993, but the
urgency that propelled private sector reorganization appears to have arrived
for higher education.

In Kentucky, anticipated gains for higher education in the coming bien-
nium will not close lost fiscal ground and enable broad benefits to students.
And the future is unlikely to yield significant increases in public outlays. In
an exploration of the impact of larger trends on the state’s budget, reported in
$5.8 Billion and Change, the Kentucky Long-Term Policy Research Center
finds that in order to maintain the present quality of state programs, expen-
ditures will exceed reve-
nues within a few short
years, resulting in a
structural deficit.171

Consequently, it is un-
likely that Kentucky will
be able to achieve im-
provements in higher
education or any other spending area, for that matter, through increased ex-
penditures. Instead, it will be necessary to change the conduct of governance,
to enter into an era of fiscal reform and organizational change.

The core values of organizational change, which have emerged principally
from private sector experiences, offer a solid ideological foundation on
which institutionally unique processes can be developed. Arguably, adoption
of the ethic of continuous improvement—discovering and implementing best
practice in management and instruction—alone would dramatically alter the
higher education culture. Equally important, however, are the critical goals of
reorienting higher education institutions toward their “customers”—students,
enterprises, and the public in general—and tapping the full potential of criti-
cal human resources, of faculty and staff who, given the authority to do so,
can help shape a more responsive, more efficient system of management and
instruction. As Miles observes, knowledge of the strengths and weaknesses
of individual departments is far more likely to reside with faculty, rather than
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members of the administration.172 The ideal outcome of change processes
driven by empowered employees, Marchese suggests, is “to remake organi-
zations so they become more focused, disciplined, quick-footed, humane, and
competitive.”173

While performance standards help provide an important coordinating role,
giving focus to the overriding goals of public institutions, they may be insuf-
ficient to motivate timely attention to needed systemic, organizational
change. Some, like RAND researchers Benjamin, Carroll, Jacobi, Krop and
Shires, conclude that the challenge of organizational change is one to which
higher education brings little or no experience.

The existing governance system in higher education, designed to man-
age growth, cannot effectively cope with the problem of reallocating
resources. It cannot meet the challenges of the rapidly changing envi-
ronment. The central issue is how to design improved governance tools
that will allow decisionmakers to more effectively reallocate resources
from low to high priorities and focus missions within and among
higher education institutions.174

Again, the changing context, which includes unrelenting fiscal pressure
may provide sufficient impetus for reform, if enabled by a redesigned insti-
tutional governance structure. “Externally developed solutions,” such as state
performance standards, the authors observe, have historically proven fu-
tile.175 Instead, the authors recommend organizational change from within
that will enable universities to reckon with difficult choices and achieve
more positive institutional outcomes. As ground rules, they suggest the fol-
lowing guidelines:

• set priorities based upon objective evaluation criteria;
• obtain objective quantitative and qualitative information for com-

parison;
• establish university- or institution-wide goals that supersede private

or individual interests; and,
• enable broad engagement in a decisionmaking process to facilitate

priority setting, process ownership and action.176

                                                
172 Miles, J. (1994, September). A modest proposal for saving university research from the budget butcher. Califor-
nia Higher Education Policy Center, Los Angeles, CA.
173 Marchese, T. (1993, May-June). TQM: a time for ideas. Change, 25:10.
174 Benjamin, R., Carroll, S., Jacobi, M., Krop, C., and Shires, M. (1993). The Redesign of Governance in Higher
Education. Santa Monica, CA: RAND Corporation, 2.
175 Ibid., 36.
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“If the process is well designed, and if participants help design it and partici-
pate under rules developed through wide consultation among all levels of de-
cisionmaking, the institution may well accept the results.”177

While hardly an optimistic assessment of the potential for organizational
change in the higher education community, Benjamin and his colleagues
clearly believe needed change must emanate from within. The obstacles to
such change, the Pew Higher Education Research Program concludes, are
numerous. They include:

• the sense that colleges and universities are “not like other enter-
prises and hence should be exempt from the restructuring that is re-
shaping how America does business”;

• fragmentation—a loss of focus and internal coherence; and,
• the nature of institutional leadership: faculty for whom institutional

vision is too often occluded by other demands, administrators who
are ill-prepared “for the business of making their institutions differ-
ent,” and presidents who are subject to the whims of state policy-
makers.178

In spite of these formidable obstacles, Pew researchers conclude that the
time for colleges and universities to engage in structural change has come.
“To ignore this challenge—to believe that societal forces will continue to de-
fer to higher education’s traditional modes and procedures—is almost certain
to accelerate the process by which traditional colleges and universities lose
their dominance as the purveyors of post-secondary education.”179 To facili-
tate change, to check institutional costs that have grown rapidly “without a
corresponding gain in either quality or productivity,”180 and to reckon with
difficult questions such as faculty work and “the ideal shape and size of an
institution,”181 Pew researchers offer a series of institutional recommenda-
tions. Reminiscent of observations from the RAND researchers, they include:

• engage faculty and the entire campus community in the realization
of institutional goals;

• simplify curriculum in order to restore focus;
• redeploy full-time faculty to core courses to improve instruction

and student outcomes;
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• plan for “purposefully smaller” institutions; outsource selected op-
erations to streamline operations;

• create departmental cost centers with outcome-based budgeting;
and,

• “withhold the heavy hand.”182

The latter recommendation is directed at frustrated policymakers, about
whose role in restructuring higher education Pew researchers observe:

While legislatures are certainly within the bounds of reason to demand
greater efficiencies of public institutions, attempts to take direct con-
trol of the finances and governance of an institution are certain to do
more damage than good. State governing bodies should provide public
institutions a reasonable time frame of, say, five years to bring about
necessary reforms in their own terms.183

Pew researchers suggest that, within a five- to seven-year time frame, strong
leadership and comprehensive retraining of current staff could yield a 25 per-
cent reduction in the number of full-time employees an institution requires.
“To engage in restructuring is to transform colleges and universities into
something other than engines of employment—to make them more effective
organizations with a clearer sense of mission, product, and service.”184

As Shires observes, however, restructuring should not be entered into
simply for the sake of restructuring. Instead, he suggests, its focus should be
on “mission and innovation within the institutional context.”185 Indeed, as the
following discussion of high-performance organization in the private sector
acknowledges, the artifice of change, surface rather than substance, some-
times results from mandates. Consequently, the measurement of outcomes is
key to determining whether organizational change initiatives are indeed giv-
ing rise to innovation in such key areas as cost reduction, the application of
technology, and improved quality of instruction and student outcomes. In-
deed, fully documenting the process and the impact of change initiatives
within our higher education institutions will be of critical importance in years
to come as we seek transferable ideas that can improve systems across the
state.

In spite of reservations about the efficacy of external pressure for change,
private sector experiences often illustrate the positive role it can play in or-
ganizational change. External pressure, namely declining market shares and
increased competition, is frequently cited as the impetus for change initia-
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tives that have reshaped and redefined organizations. These experiences offer
useful lessons to both policymakers and university leaders, a community
which clearly must expand to include faculty and staff.

Today, higher education is well into an era of declining resources, but be-
cause rising tuition rates have enabled many institutions to forestall structural
change, the current situation still falls short of a fiscal crisis in most states. In
the absence of systemic change, however, many observers believe higher
education could lose its dominant position as post-secondary educator in our
society. Moreover, genuine fiscal crisis appears to be an inevitability. Conse-
quently, higher education faces the choice of undergoing change now in an-
ticipation of almost certain future outcomes or postponing the inevitable and
risking loss of status. Clearly, the preferred scenario is for institutions of
higher education to act now in the long-term interest of preserving and im-
proving this vital service to the state and the nation.

FOR STATE POLICYMAKERS, the central questions around higher edu-

cation are those of how much external pressure will be required to spur sys-
temic, organizational change within the higher education community, and
what, if anything, policymakers can do to leverage it sooner as opposed to
later. Because higher education consumes almost 15 percent of state govern-
ment expenditures, nearly $700 million in 1994 alone, the quality of this ir-
replaceable public service and the impact of spiraling costs to citizens and
students are wholly legitimate concerns of policymakers. The core lessons of
organizational change, however, must not be lost to policymakers in the pro-
cess. Fort Lewis College professor Roger Peters observes in Change, “As
legislators micromanage higher education in the name of ‘efficiency’ and
‘productivity,’ businesspeople are moving in exactly the opposite direction:
toward decentralized control, autonomy for those closest to the customer, and
toward intuitive, holistic modes of assessment.”186

While performance goals may appear to be a shift toward centralized con-
trol, they may offer the external pressure that typically spurs organizational
change. They issue, if you will, from the stockholders—the taxpayers. The
standards to which institutions are being held in Kentucky, however, have
been developed with a significant degree of institutional autonomy. While a
core of high-value areas must be addressed by all institutions, the indicators
of performance in these areas are developed by the respective institutions,
subject to approval by the Council on Higher Education. The core standards
are: educational outcomes, attainment through access, equal opportunity, and
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support for primary and secondary education goals. For the community col-
leges, workforce development is a core value.

While important, these standards alone will not leverage much-needed
organizational change. In order to address the fundamental issues higher edu-
cation confronts, state policymakers should strongly consider linking per-
formance standards to substantial financial incentives and disincentives and
including the following standards in the present high-value core:

• advancement of inclusive, participatory institutional processes to
shape organizational change within a prescribed time period;

• reductions in tuition realized through organizational change, cost
containment, staff reduction, resource reallocation, and/or new
marketing strategies;

• creative, holistic measures of student outcomes;
• systematic integration of technology into the educational process to

expand access and reduce costs; and,
• vigorous attention to the needs of working-age Kentuckians, dem-

onstrated in flexible, accessible, timely and relevant courses of
study that enable and encourage broad participation.

Broad-based institutional com-
mitment to organizational change
arguably offers the only viable route
to more responsive and more acces-
sible system of universities and
community colleges. It should be
encouraged and rewarded in the
long-range interest of citizens of the
Commonwealth. Likewise, the fail-
ure to engage in such processes
during a prescribed period of time,
to reckon forcefully with change,
with the issues of cost, quality and
access, should be met with declining
allocations.

POLICY OPTIONS

& Conduct a study of institutional supply
and demand to determine where, when
and if access is being limited and where
resources will be most needed

& Link higher education performance
standards to substantial financial in-
centives and disincentives designed to
advance:

⇒ organizational change
⇒ reductions in costs to students and

taxpayers
⇒ improved student outcomes
⇒ full integration of technology into

learning systems
⇒ expanded and more flexible learning

opportunities for working-age Ken-
tuckians
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The Imperative of Organizational
Change

America’s choice is between . . . a strategy that requires high skills and delivers a
high standard of living—or the alternative strategy that sets the target of low costs and
low wages and gradually forces down the standard of living of average Americans to
Third World levels, a strategy still pursued in many American companies.

Hedrick Smith

BECAUSE GLOBALIZATION has dramatically altered the competitive

context,� old organizational structures that shape the management of re-
sources, particularly human resources, no longer serve firms well. Indeed,
they no longer serve government well. In the private and public sectors, they
are poor matches for today’s demanding marketplace. Many firms and, to a
lesser extent, governments have responded with dramatic organizational
change, creating more open, democratic workplace processes in order to tap
the advantage of “the application of knowledge.”187

The need to shift to this new workplace order underscores the importance
of ensuring a solid foundation of basic or critical thinking skills that will en-
able continuous learning and higher levels of participation, productivity, and
profitability. At the same time, it reinforces our conclusions here about the
need to bring critical focus to our workforce development initiatives. If we
hope to cultivate opportunities for higher earnings in the Commonwealth, the
cultivation of high-performance workplaces must become a primary goal. In
the absence of attention to the demand side of the training and education
equation, public investment in workforce development will be far less likely
to yield returns.

Research offers powerful evidence that private sector organizational
change is in the public interest. It enables higher levels of productivity and
product quality that improve competitiveness and increase the likelihood of a
firm’s survival, improves the quality of work life and imparts important
community-building skills. Because organizational change is now so closely
linked to the capacity of firms to compete in the global marketplace, many
argue that, in its absence, public investment in workplace training will not
likely yield dividends. Consequently, the advancement of organizational
change or high-performance organizations is becoming a central public strat-
egy for workforce development.

                                                
187 Drucker, 64.



C H O O S I N G  P R O S P E R I T Y

94

In spite of its many documented benefits, only about one-third of U.S.
firms have adopted the innovative human resource practices that are central
to organizational change.188 While such factors as technological innovation
and inventory management are key to competitiveness in today’s economy,
human resource practices lie at the heart of real organizational change, which
fundamentally alters the culture of a workplace. Broadly, organizational
change involves movement from a rigid hierarchical management structure to
one that emphasizes, among other things, learning, employee empowerment,
involvement and engagement, customer satisfaction, and continuous im-
provement in both process and product. The outcome is what is commonly
referred to as high-performance organization, one in which all parties, from

top management to frontline
employees, are actively en-
gaged in its improvement.

For many, organizational
change is synonymous with
Total Quality Management
(TQM), an emphasis on proc-
ess—how an organization
works—championed by the
late W. Edwards Deming. An
American with decidedly un-
American theories about
management, Deming is
widely credited with having
played a pivotal role in Ja-
pan’s rise from post-World
War II ruin to a position of
undisputed leadership in the
world marketplace. Impor-
tantly, Deming’s principles,
which have influenced or-
ganizat ional change initia-
tives around the world,

strongly emphasize continuous improvement through training and institu-
tional support for education and self-improvement.

From a policymaking standpoint, the cultivation of high-performance or-
ganizations offers a substantial payoff. First and foremost, high-performance
organizations are far more likely to invest in training and education. As
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14 Points for Management
W. Edwards Deming, 1990

⇒ &UHDWH�DQG�SXEOLVK�WR�DOO�HPSOR\HHV�D�VWDWHPHQW�RI�WKH
DLPV�DQG�SXUSRVHV�RI�WKH�FRPSDQ\�RU�RUJDQL]DWLRQ��0DQ�
DJHPHQW�PXVW�GHPRQVWUDWH�FRQVWDQWO\�WKHLU�FRPPLWPHQW�WR
WKLV�VWDWHPHQW�

⇒ /HDUQ�WKH�QHZ�SKLORVRSK\²WRS�PDQDJHPHQW�DQG�HYHU\�
ERG\�

⇒ 8QGHUVWDQG�WKH�SXUSRVH�RI�LQVSHFWLRQ²IRU�LPSURYHPHQW�RI
SURFHVVHV�DQG�UHGXFWLRQ�RI�FRVW�

⇒ (QG�WKH�SUDFWLFH�RI�DZDUGLQJ�EXVLQHVV�RQ�WKH�EDVLV�RI
SULFH�WDJ�DORQH�

⇒ ,PSURYH�FRQVWDQWO\�DQG�IRUHYHU�WKH�V\VWHP�RI�SURGXFWLRQ
DQG�VHUYLFH�

⇒ ,QVWLWXWH�WUDLQLQJ�
⇒ 7HDFK�DQG�LQVWLWXWH�OHDGHUVKLS�
⇒ 'ULYH�RXW�IHDU��&UHDWH�WUXVW��&UHDWH�D�FOLPDWH�IRU�LQQRYD�

WLRQ�
⇒ 2SWLPL]H�WRZDUG�WKH�DLPV�DQG�SXUSRVHV�RI�WKH�FRPSDQ\

WKH�HIIRUWV�RI�WHDPV��JURXSV��VWDII�DUHDV�
⇒ (OLPLQDWH�H[KRUWDWLRQV�IRU�WKH�ZRUNIRUFH�
⇒ (OLPLQDWH�QXPHULFDO�TXRWDV�IRU�SURGXFWLRQ��,QVWHDG��OHDUQ

WKH�FDSDELOLWLHV�RI�SURFHVVHV�DQG�KRZ�WR�LPSURYH�WKHP�
⇒ 5HPRYH�EDUULHUV�WKDW�URE�SHRSOH�RI�SULGH�RI�ZRUNPDQVKLS�
⇒ (QFRXUDJH�HGXFDWLRQ�DQG�VHOI�LPSURYHPHQW�IRU�HYHU\RQH�
⇒ 7DNH�DFWLRQ�WR�DFFRPSOLVK�WKH�WUDQVIRUPDWLRQ�

6RXUFH���6WDWH�7UHQGV�	�)RUHFDVWV��&RXQFLO�RI�6WDWH�*RYHUQPHQWV��2FWREHU�����
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Deming’s principals illustrate, increasing the capabilities of workers is es-
sential to expanded participation and higher performance. In turn, abundant
evidence suggests that investments in human resource development enhance
productivity, efficiency, and bottom-line profitability, which ultimately de-
termines whether firms will continue contributing to social and economic
progress over the long-term.

As illustrated, the high-performance organization bears little resemblance
to the traditional hierarchical, autocratic or low-performance workplace.
Instead, the high-performance
workplace generates increased
productivity through broad investment
in worker education and training, new
technology, and, importantly, a
fundamental restructuring of the
relationship between frontline workers
and managers. The low-performance
model, on the other hand, seeks to
lower production costs through low-
skill, low-wage strategies that are
generally synonymous with low
productivity. States like Kentucky
which have no policies or programs to
encourage the reorganization of
workplaces may be indirectly
encouraging expansion of the low-
performance model.

WORKPLACE ORGANIZATION

has become a critical factor because it
determines whether the ideas of
workers contribute to product and
production innovation—a key to
success in the global marketplace.
Firms that are organized not only to
accept, but systematically act upon, the ideas of employees, are far more
likely to encourage further contributions and innovations, to improve
production processes and product quality, increase worker productivity and
customer satisfaction, and enjoy increased profitability. A study of 14
northwest England manufacturing firms of varying size, for example, found
that each linked innovation with commercial success. Proponents conclude

TABLE 4
Characteristics of

High- and Low-Performance
Organizations

+LJK�3HUIRUPDQFH /RZ�3HUIRUPDQFH
(PSRZHULQJ��GHFLVLRQ
PDNLQJ�GLIIXVHG��KLJK
DXWRQRP\

&RQWUROOLQJ��FKDLQ�RI
FRPPDQG��ORZ�DXWRQRP\

7HDPV��FURVV�IXQFWLRQDO
QHWZRUNV��IUHTXHQWO\�VHOI�
PDQDJHG

6SHFLDOL]HG�IXQFWLRQDO
GHSDUWPHQWV��GLUHFWHG�E\
PDQDJHUV

6XSSRUWLYH�FRUSRUDWH
FXOWXUH��DGDSWDEOH�WR
FKDQJH

5LJLG��EXUHDXFUDF\
DYRLGV�FKDQJH

)ODW�SDUWLFLSDWLYH�VWUXFWXUH 7DOO�DXWRFUDWLF

3D\�IRU�NQRZOHGJH 6HQLRULW\�EDVHG�SD\

.QRZOHGJH�LQWHQVLYH /DERU�LQWHQVLYH

%URDG�VKDULQJ�RI
LQIRUPDWLRQ�DERXW�WKH
RUJDQL]DWLRQ

,QIRUPDWLRQ�KHOG�E\
PDQDJHPHQW

&URVV�IXQFWLRQDO��EURDG
HPSOR\HH�VNLOOV��MRE
URWDWLRQ��PXOWLSOH
UHVSRQVLELOLWLHV

6SHFLDOL]HG��QDUURZ
HPSOR\HH�VNLOOV

6RFLDO�WHFKQLFDO
LQWHJUDWLRQ��WUDLQLQJ�IRU
ERWK

7HFKQLFDO�V\VWHP
GRPLQDQFH

0DUNHW�GULYHQ�LQQRYDWLRQ�
UHVHDUFK�	�GHYHORSPHQW
HPSKDVL]HG

7HFKQRORJ\�GULYHQ
LQQRYDWLRQ

'LYHUVH��YDULHG�SURGXFWV�	
VHUYLFHV

1DUURZ�XQLIRUP�SURGXFWV
	�VHUYLFHV

0XOWLSOH�DSSOLFDWLRQ�RI
WHFKQRORJ\

6LQJOH�DSSOLFDWLRQ�RI
WHFKQRORJ\

6RXUFH��.HQWXFN\�6FLHQFH�DQG�7HFKQRORJ\�&RXQFLO������
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that a firm can be strong over the short term without innovative change, but
not over the long term. High-performance organization dramatically expands
the potential for innovation.

The benefits of high-performance have proven to be so significant that the
Kentucky Science and Technology Council recommended in a 1994 report
that Kentucky pursue a comprehensive high-performance strategy that would
transform its workforce, private enterprises and public agencies.189 Today, 26
state governments are pursuing TQM strategies internally in an effort to cut
government costs and create greater efficiencies. Arizona estimates that its
TQM efforts have yielded $43 million in savings in just two years.190

While research shows that U.S. firms have begun to move toward high-
performance strategies, the majority remain mired in low-performance

organizational structures.
Massachusetts Institute of
Technology Professors
Thomas A. Kochan and
Paul Osterman conclude
that about one-third of
American workplaces have
adopted two or more high-

performance human resource innovations, “but not all firms that adopt these
innovations are apt to sustain them over time.”191 Indeed, many firms “talk
the talk” but do not “walk the walk,” that is, they espouse commitment to but
do not make difficult but fundamental cultural change. Significantly, those
firms most likely to undergo organizational change, Kochan and Osterman
found, are exposed to international competition,192 the context which
ultimately will affect virtually every American enterprise.

Eileen Appelbaum and Rosemary Batt of the Economic Policy Institute
observe, “Substantial evidence now exists that American firms can no longer
remain competitive by organizing along traditional mass production lines—
using a work process based on the separation of conception and execution,
the detailed division of labor into fragmented tasks, the routinization of
work, and the use of equipment dedicated to the production of standardized
products.”193 Because developing countries have an advantage over U.S.
firms in standardized, low-quality products, U.S. firms must move away
from this segment of the market and begin to concentrate on higher quality
                                                
189 Daly et al., 30-36.
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segment of the market and begin to concentrate on higher quality products
that precisely fit customer demand.

The broad lesson to be gleaned from research is that a company’s workers
are its most versatile and valuable resource, but the company must organize
accordingly to capture the full advantage of these resources. A recent U.S.
Department of Labor study underscores the importance of changing work
organizations as quickly as possible to capture the full potential of the
nation’s workforce and become more competitive in the international
marketplace. The study concludes that those organizations which implement
high-performance practices early will be able to reap greater financial
rewards than those which adopt these practices later. Late entrants may only
achieve competitive parity while those organizations which make no effort to
be competitive will be at a significant disadvantage. Consequently, the public
and private sectors must recognize that the organization of enterprises has
become essential to success and even survival.

WHILE HIGH-PERFORMANCE work organization has become

somewhat fashionable, it is far more than a passing fad. An expanding body
of empirical evidence, including case studies from an array of firms that have
implemented these practices, attests to myriad benefits. Businesses have not
instituted elements of high performance organization out of charity, but
rather out of a presumed and well-documented relationship to increased
productivity and profitability.194 In addition to production methods, the
human resource practices employers adopt and institutionalize—the way they
treat employees—have everything to do with the bottom line.

The International Assembly Plant Study sponsored by MIT, for example,
examined 90 automotive assembly plants representing 24 producers in 16
countries—60 percent of worldwide assembly plant capacity. Based on an
analysis of the data collected, Wharton School Professor John Paul
MacDuffie concludes that flexible production systems that mesh “bundles”
or systems of human resource practices with overall production/business
strategy outperform plants using traditional mass production systems in both
productivity and quality.”195 The results, MacDuffie concluded, establish
strong statistical evidence of “a positive relationship between human
resource practices and economic performance.”196

                                                
194 Lawler III, E.E., Mohrman, S.A., and Ledford G.A. (1992). Employee involvement and total quality manage-
ment: practices and results in Fortune 1000 companies. San Francisco: Jossey-Bass.
195 McDuffie, J.P. (1995). Human resource bundles and manufacturing performance: organizational logic and
flexible production systems in the world auto industry. Industrial and Labor Relations Review, 48:218.
196 Ibid., 218.
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Firms that have made sustained investments in high-performance
organization report dramatic returns. For example, Motorola, which is widely
recognized as one of the nation’s most advanced high-performance corporate
organizations, estimates that it receives a $30 return for every $1 it invests in
workforce training. Edy’s Grand Ice Cream found that a new employee
management system helped reduce inventory 66 percent, increase
productivity 57 percent, and boost sales volume 830 percent. Working
cooperatively with the union representing its employees, Xerox has reduced
manufacturing costs by 30 percent and decreased by 50 percent the time
needed for developing new products.197

A review of literature, conducted for the U.S. Department of Labor, on the
relationship between high performance organizational strategies and
profitability, points to numerous business successes that are grounded in
human resource changes and investment. Based upon their review, the

authors conclude that “the
evidence for employee
development practices as a
significant driver of productivity
and profitability appears firm.”198

While few of the samples from
the study are large enough or
varied enough to generalize to a
wide business population, the
results of the body of literature

reviewed in the Department of Labor study strongly suggest that a correlation
exists between high-performance human resource practices and positive
business outcomes.

KEY TO ADVANCING high-performance organization is the fundamental

value a firm places on its employees, the resource which arguably does more
to determine business outcomes than all others combined. According to Rob-
ert Waterman, Jr., co-author of In Search of Excellence, “Corporate cultures
that tend to put their three constituencies—shareholders, customers, and em-
ployees—on the same plane, as opposed to putting shareholders first, are
perversely the ones that do best for shareholders.”199

                                                
197 Mavrinac, S.C., Jones, N.R., and Meyer, M.W. (1995). The Financial and Non-Financial Returns to Innovative
Workplace Practices: A Critical Review. Washington, DC: U.S. Department of Labor, iii.
198 Ibid., 33.
199 Jacob, R. (1995, March 16). Corporate reputation. Fortune, 54.

“Corporate cultures that tend to
put their three constituencies—
shareholders, customers, and

employees—on the same plane, as
opposed to putting shareholders
first, are perversely the ones that

do best for shareholders.”



M A X I M I Z I N G  R E T U R N S  O N  P U B L I C  I N V E S T M E N T

99

Advocates of high-performance organization view downsizing and in-
creased reliance on temporary and contract workers as strategies that dimin-
ish the importance of human resources and, thus, adversely affect both
productivity and competitiveness. Kochan and Osterman observe, “Unless
advocates of human resource innovations overcome the pressures on organ-
izational decision makers to behave in ways that discourage investments and
innovations in human resources, the sustained improvements in performance
and standards of living these innovations promise are not likely to be real-
ized.”200 Indeed, successful team production models, such as those found in
plants owned by Saturn, Xerox, and Corning, all have one characteristic in
common—a strong commitment to employment security.201 Some employers
are forging a new social contract of “reciprocal investment,” providing em-
ployee services such as child care and transportation in exchange for em-
ployee energy, creativity and long-term commitment.202

Factors which positively influence employee performance in team-
production workplaces include 1) sharing gains from productivity improve-
ments; 2) fostering group cohesiveness, and 3) guaranteeing individual rights
of employees.203 MIT’s Kochan and Osterman argue persuasively that the
national interest will best be served by a reorganization of work in America
to advance what they call mutual gains enterprises that give workers a real,
rather than a token, voice, support their development through broad-based
and ongoing investment in training and education, and reward the substantial
contributions they make through various gain-sharing vehicles.

Achieving and sustaining competitive advantage from human resources
require the strong support of multiple stakeholders in an organization.
Employees must commit their energies to meeting the economic objec-
tives of the enterprise. In return, owners (shareholders) must share the
economic returns with employees and invest those returns in ways that
promote the long-run economic security of the work force. 204

HIGH-PERFORMANCE STRATEGIES not only offer firms the opportu-

nity to raise performance, but also, research finds, to help reduce business
costs. Habeck, Leahy, Hunt, Chan, and Welch conclude, “Companies who
devote resources to keeping their employees will experience a return in lower

                                                
200 Kochan and Osterman, 42.
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203 Appelbaum and Batt.
204 Kochan and Osterman, 5.



C H O O S I N G  P R O S P E R I T Y

100

accidents and claims incidence.”205 Workplace practices such as employee
participation in problem solving, decisionmaking and profit sharing were
identified as being among the elements contributing significantly to work-
place safety. High-performance work organization, it was found, plays a role
in accident prevention and the reduction of disability claims and costs.206

Today, workers’ compensation represents one of the most burdensome
costs of doing business in Kentucky, as well as the United States. Workers
compensation premiums are now the single fastest growing labor cost in the
nation, one that poses particular problems for the small firms which comprise
the majority of Kentucky’s business community. Among other reasons, es-
calating costs are attributed to fraud and abuse, rising medical costs, pro-
tracted legal battles, and, some critics suggest, eligibility criteria that have
become too liberal.

Although these causes may seem beyond an employer’s control, Habeck,
et al. come to an altogether different conclusion, “Employers . . . need to rec-
ognize that effective disability prevention and management for employment
maintenance are a process that is centered in the employment setting and can
be controlled, to some degree, by the employer."207

Similarly, a quantitative analysis of the disability experiences of a group
of diverse firms conducted by David Lewin and Steven M. Schecter con-
cluded that human resource factors “can be enhanced to reduce disability ex-
perience.”208 The greater the experience of the workforce, the opportunities
for employee involvement and participation, and the use of conflict resolu-
tion procedures, the lower the incidence of workplace disability.209 In short,
the non-physical factors, particularly stress associated with the workplace,
are as likely to contribute to disability claims as are physical risk factors
within the workplace.

IF HIGH-PERFORMANCE ORGANIZATION garners such promising

results, why aren’t more public and private institutions adopting these
strategies? Very simply, organizational change is difficult, often costly,
painstaking, protracted work that ultimately shifts power from a few
managers to frontline workers. While managers who have successfully

                                                
205 Habeck, R.V., Leahy, M.J., Hunt, H.A., Chan, F., Welch, E.W. (1991, March). Employer factors related to
workers’ compensation claims and disability management. Rehabilitation Counseling Bulletin, 34:223.
206 Ibid.
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engaged in organizational change are among its most forceful advocates, it
nevertheless remains difficult.

Broadly, organizational change compels organizations to look long-term,
beyond quarterly returns. It demands that people change, break long-
standing, usually comfortable habits, communicate effectively, share power
and work together cooperatively. But, in spite of the democratization it
enables, labor unions have often resisted engagement in a strategy that is
perceived as diminishing union authority and increasing individual
workloads. Conversely, some of the most dramatic successes have taken
place in unionized facilities, such as Ford Motor Company’s Louisville
Assembly Plant and Rohm & Haas’ Louisville chemical plant.

While smaller organizations are obviously easier to restructure than
sprawling bureaucracies, the cost of change clearly inhibits efforts to do so.
Small- and medium-sized enterprises, such as those which dominate Ken-
tucky’s economy, for example, often lack the resources to make critical or-
ganizational and technological adaptations. Struggling to stay afloat in an
increasingly competitive marketplace, small firms often view change as a
luxury. Moreover, small firms may be unaware of the potential benefits of
organizational change. Appelbaum and Batt cite the high initial training costs
to build workers’ skill levels, the absence of a clearinghouse of information
on innovations and their consequences, and the absence of accounting stan-
dards to evaluate investments in human resources as the most significant ob-
stacles to high-performance organization.210 Importantly, each of these
obstacles points to key roles states can play.

While the results of studies are mainly positive with regard to workforce
empowerment, the adoption of TQM practices, for example, is not necessar-
ily a certain path to increased productivity and profitability. Firms frequently
experience disappointing results because of piecemeal approaches to change,
rather than complete transformations.211 In order to upgrade they must ana-
lyze their firm’s entire operations, develop a comprehensive plan for trans-
formation and restructure accordingly.
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Though proponents of high performance fairly consistently view
employment security as a cornerstone of success, the mature quality
movement has witnessed a profusion of "lean and mean" organizations that
do more with fewer people. Moreover, unwillingness to share increased
profits with the workers who increased product quality and productivity has
become all too familiar. The current American corporate social contract has

been likened by
Anthony
Carnevale,  chief
economist and vice
president of the
American Society
for Training and
Development,  to
“the sound of one
hand clapping,” that

is, workers performing at higher and higher levels without the payoff that has
historically followed. Indeed, recent evidence on corporate profits does not
support the high skills=high wages formula advanced by a range of training
and education advocates. While high performance work is necessary to stay
in business, it has not translated into employee retention or reward. The
“engaged, empowered employee” may be regarded as a valuable asset, but he
or she is also an expendable cost.212

BECAUSE INNOVATION, quality and productivity are key to success in

the global marketplace, the focus of public investment must be sharpened to
help firms adapt to the demands of the new context. Rising levels of worker
knowledge and skill will simply be lost to organizations that are incapable of
capturing its many benefits. As Carnevale observes, it makes little sense to
train workers for jobs that do not exist. In the classic economic sense,
demand must exist for the supply of high-performance workers. “Only the
organization,” Drucker notes, “can convert the specialized knowledge of the
knowledge worker into performance.”213 Hence, low-skill, low-wage firms
that are organizationally incapable of utilizing skills and knowledge are high-
risk public investments.

Robert Zemsky and Penney Oedel, researchers with the National Center
on the Educational Quality of the Workforce, suggest it is more than a matter
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of risk, “Firms that are unwilling to upgrade production technologies and
management methods are not ready to train.”214 Consequently, states that
train workers in traditional, low-performance industries are making high-risk
investments that may yield minimal, if any, returns. Rather than blindly
training their way out of a poor competitive position, Zemsky and Oedel
recommend that states facilitate the transition to new business strategies.215

According to Zemsky and Oedel, states must “meet each firm at its own
level,” offer information and advocate for high-performance organization to
firms unwilling to upgrade, and
facilitate training programs for
firms that have begun to upgrade
their production faci l i t ies and
management structures. In short,
Zemsky and Oedel conclude, states
should function as brokers of the
supply of education and training,
collecting and disseminating data on providers and assessing the quality of
their services. “With leadership from the executive branch, existing agencies
can lay the groundwork for a public referral service that helps match firms
and workers with suitable schools, colleges, vendors, and other educational
organizations.”216

Funding, Zemsky and Oedel suggest, is merely “a secondary agent of
change,” as firms that are genuinely committed to organizational change are
prepared to invest.217 “State policy can encourage further progress by
offering tax incentives and access to low-cost capital, sharing the cost of new
equipment or worker training, and developing additional mechanisms for
cost-sharing among like-minded enterprises.”218

Indeed, the previously discussed goals of developing industrial networks
and institutional intelligence are integral to the cultivation of high-
performance organizations. “Quality forms the basis for a network of part-
nerships. And companies need partnerships to move forward with quality.”219

Partnerships among businesses require a foundation of trust and effective
communication. Key to successful partnerships is the sharing of ideas and
resources, which cannot be achieved in an atmosphere of distrust. State gov-
ernment can assist businesses interested in forming networks by performing
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the critical research needed to establish a market foundation for networks and
to foster trust. Some states promote links between firms in the fields of re-
search and development and the dissemination of new technology, and others
foster links between government agencies and private firms in order to pro-
mote exports. Likewise, state or regional industrial extension programs could
provide information and assistance to firms that wish to modernize and help
firms meet rising quality standards.

Jack Russell, President of the Modernization Forum of Dearborn, Michi-
gan, argues that American firms must interdependently develop design and
production technologies, worker skills and work organization, customer and
supplier relationships, and market focus and managerial practices.220 He and
other experts suggest that the federal and state governments should encour-
age modernization because many firms lack the expertise and capital to mod-
ernize, while some firms do not realize the necessity to modernize.
Modernization requires economic development specialists to perform new
studies, including global industry analysis, U.S. firm competitiveness analy-
sis, parent corporation strategic analysis, and branch plant viability analy-
sis.221 In addition to technical expertise, firms will also need financial
resources to transform their production lines into high-performance work-
places.

Unfortunately for Kentucky companies, state agencies have not
established the institutional framework needed to help them effectively
implement networking arrangements. There is a need to develop an
information system to give all firms access to global industry best-practice
standards and a need for research for designing global competitiveness
strategies.222 And many experts advocate the establishment of consortia of
training and modernization service providers to be brokered by regional
governments and/or regional institutions.

Several states have launched initiatives designed to promote the
development of high-performance organizations. In Oregon, for example, the
Oregon Quality Initiative was launched by a group of state employers
subsequent to their participation in a legislative effort to learn more about
such enterprises. The legislature’s inquiry resulted in a series of
recommendations on how to promote high-performance organization,
including:

                                                
220 Glasmeier, A.K. and Conroy, M.E. (1993, October 7-9). Global Squeeze on Rural America: Opportunities,
Threats, and Challenges from NAFTA, GATT, and Processes of Globalization (conference proceedings). Institute
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• disseminate information;
• set up a high-performance training fund;
• provide technical assistance to transitioning firms;
• establish continuous improvement user groups;
• incorporate high-performance techniques into training and

education;
• expand state quality awards to recognize high-performance

certification;
• make ISO 9000 international quality standards an Oregon standard;

and,
• identify high-performance firms, their practices, and their needs

from government.223

Essentially, Oregon’s strategy is one of building a strong foundation of
knowledge—institutional intelligence—about high-performance
organization, facilitating its advancement, and recognizing those firms which
adopt its practice.

Kansas has made the development of high-performance firms central to its
strategic economic development plan, giving preference to firms that practice
high-performance techniques under its incentive programs. Pennsylvania has
modified its business assistance programs to place emphasis on cultivating
high-performance skills. Connecticut gives firms that have adopted high-
performance practices preference when allocating training dollars, requires
agencies to meet performance goals in the cultivation of high-performance
firms, and funds a collaborative training initiative linked to manufacturing
networks. A grant program that will fund training for networks of employers
is also being planned.224

Presenters at a 1993 Los Angeles conference on employment and training
hosted by the National Governor’s Association concluded that a strong
foundation of workforce and workplace literacy is essential to increasing the
demand for high-performance work organizations. Without sufficient
demand, public investment in training may ultimately produce an oversupply
of skilled workers. Presenter Patricia Moss, Indiana’s director of workforce
literacy, suggested that, “[t]raining for new technologies and organizational
restructuring could only take place when workers had sufficient foundation
skills for new knowledge.”225

                                                
223 Lohman, T. (1992, September 22). High performance work organization: improving Oregon’s competitiveness
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Goosman, W.F. (February, 1995). Learning How to Compete: Workforce Skills and State Economic Development
Policies. Denver: National Conference of State Legislatures; Boston: Jobs for the Future, 13-14.
224 Goosman, 14-15.
225 NGA, 15.



C H O O S I N G  P R O S P E R I T Y

106

In addition to creating quality workplace literacy programs, conference
participants recommended that states:

• support opportunities for business networking, by helping to create
order among the quality demands on small suppliers, assisting
employers in their understanding of the benefits of high-
performance organization, and working with networks of firms;

• develop “second generation” business-education partnerships by
assisting in the identification of training and education needs,
developing policies that ensure all students have opportunity to
meet national standards, and promoting skills certification as a
hiring standard; and,

• support new consortia to impart skills, utilizing technology to share
“best practices,” supporting “teaching factories” and other
business-learning consortia.226

Clearly, state policy and practices can play a vital role in developing a
market for high skills through the cultivation of high-performance
organizational practices. Here in Kentucky, we can build upon the framework
of recommendations offered by the Kentucky Science and Technology
Council (KSTC) in their 1994 report:

• establish a statewide vision of Kentucky as a high-performance
state;

• establish a plan of action to guide development of high-
performance organizations throughout Kentucky;

• conduct an audit of policies and regulations that impede their
development and remove barriers;

• establish high-performance teams to support firms, organizations,
and communities; and,

• provide incentive grants to support high-performance network
development.227

Such an effort would coordinate governance, by bringing focus to a
critical effort and creating collaborative interagency teams that joined
such entities as the University of Kentucky Community College System,
Workforce Development Cabinet, the Labor Cabinet, all of which provide
vital high-performance training, and the Economic Development Cabinet
in a unified strategy.
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Simultaneously, state government must begin broad-based internal
efforts to modernize, to create an integrated system of learning
organizations that enable empowered employees to shape creative,
collaborative approaches to solving the problems that continue to inhibit
the development of the Commonwealth. By dedicating attention to these
critical goals, state government can become far more effective and
efficient, and the Commonwealth can begin to enjoy the myriad benefits
of having a compelling national profile as a leader in progressive
governance.

Conclusion

CLEARLY, SUBSTANTIAL THOUGHT and energy have been dedicated to

the formidable challenge of restructuring our state’s and our nation’s
approach to workforce development. And extraordinary progress has been
made. Rather than plow well-tended ground yet again, we offer observations
about larger systemic and structural issues that affect our ability to garner
maximum returns from public investment in workforce development.

Clearly, the cultivation of a highly skilled workforce in Kentucky depends
upon our ability to focus strategically; to integrate and coordinate public
efforts; to expand broadly our base of information about the range of social,
economic and demographic factors that influence our workforce; and to
utilize existent resources more fully, namely Kentucky Educational
Television and the Kentucky Information Superhighway.

At the same time, we must confront vexing structural issues by
establishing a strong factual foundation for policymaking and encourage
institutional collaboration through the strategic use of financial rewards.
Perhaps no structural issue is of more importance than the changing role of
higher education. Higher education must bring concerted attention to the
needs of an emerging and significant customer base—working adults—or
risk loss of standing in the coming years. Leaders of the higher education
community are also being challenged to discover ways of delivering a high
quality product at a reduced, rather than an increased, price. The importance
of ensuring equal educational opportunity is so critical that policymakers
must consider linking financial rewards to tuition cost reductions.
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Finally, we join the Kentucky
Science and Technology Council, the
Governor’s Commission on Quality
and Efficiency and others in urging
concerted attention to the
development of high-performance
organization in the private and public
sectors. Such an approach would help
improve productivity, profitability
and prosperity, and secure maximum
impact from scarce public resources. 

Ult imately, workforce and
economic development outcomes in
Kentucky will hinge upon whether
the organizations of state government
change, empower employees and
bring the fullest possible intellectual
energies to the enormous challenges
before us.

POLICY OPTIONS

& Adopt high-performance as part of a
statewide vision and diffuse high-
performance approaches throughout
state government and the programs it
administers

& Incorporate high-performance ideas
and approaches into existent curricula
at all levels

& Identify successful practices of high-
performance firms and disseminate
transferable information

& Enlist model firms in the promotion
and advancement of organizational
change in the public and private sec-
tors

& Prohibit public training investment in
low-performance firms unwilling to
change

& Provide coordinated technical assis-
tance

& Provide training incentives to advance
high-performance networks

& Audit policies and programs to elimi-
nate institutional obstacles to the ad-
vancement of high-performance within
state government and the programs it
administers

& Set an example of high-performance
by promoting efficient, effective,
quality governance, supported by
model human resource practices
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CO N C L U S I O N

In the knowledge society, for the first time, the possibility of leadership will be open to all.
Peter F. Drucker

IN THE RUSH to close education and training gaps and raise skill levels,

states are experimenting broadly with strategies for workforce development.
Kentucky is no exception. Like other states, we seek to emulate European
systems that introduce young people to the world of work at a much earlier
age than is typical of the American experience and offer alternative, fully in-
tegrated educational tracks. We envision a workforce development system
characterized by uniform standards, high quality and ready accessibility or
“seamlessness.” It will offer individuals of diverse capabilities the opportu-
nity to learn and acquire credentials that are relevant to the marketplace. It
will bring critical attention to the demand for skills, as well as the supply,
encouraging and enabling firms to perform at levels commensurate with the
emerging skill base.

Clearly, much work is left to be done. Reform efforts continue to be ham-
strung by traditions that inhibit our very capacity to change, as well as our
ability to benefit from it. But the pressure for change is unlikely to abate. In
order to respond, public institutions must become more flexible and more
customer oriented. They must make many of the same adaptive organiza-
tional changes that are underway in the private sector and bring critical focus
to process—how people are being taught and trained, how education and
training is coordinated, and how we respond to private sector needs. At the
same time, unprecedented attention must be brought to the quality of the
education and training product.

As change agents in the private and non-profit sectors will readily attest,
the transformation of organizations with deep traditions is difficult, time-
consuming and sometimes painful. Nevertheless, the future capacity of Ken-
tucky’s workforce and the future prosperity of the citizens of the Common-
wealth may depend on how rapidly our institutions of higher learning adapt
to the demanding context in which we live.
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IN ORDER TO MAXIMIZE RETURNS on public investment in workforce

development, we must bring critical focus to our efforts, better utilize exist-
ing resources, engage in organizational change throughout the public sector,
and encourage its adopting in the private sector. Inattention to the demand
side of the training and education equation substantially increases the risk
associated with public investment in workforce development.

To achieve our long-term goals, we also must close a persistent basic
skills gap that has for too long stood between the people of Kentucky and

broader prosperi ty.
Through wise, in-
formed investments in
training and education,
we can create perhaps
the strongest incentive
for the pursuit of educa-
tion—evidence that it

changes lives for the better. We also must assist under-financed small- and
medium-size firms, particularly through the cultivation of industry networks,
and encourage the development of high-performance work organizations
through incentives and disincentives.

Indeed, economic development decisions about those industries we pro-
vide with financial incentives must be brought into alignment with overrid-
ing, interagency goals, the coordination of governance which the Governor’s
Commission on Quality and Efficiency has so strongly urged. If our principal
goal is greater prosperity—higher incomes for the citizens of the Common-
wealth—it will most likely be realized over the long term through an in-
creasing supply of high-skill, high-wage workers met with an equally strong
demand from high-performance workplaces. Public investment in the ad-
vancement of low-skill, low-wage, low-performance industries that are far
less likely to make an enduring contribution to our economy is, at best, a
risky commitment of scarce public resources. Alternatively, we must adopt a
long-range strategy that integrates the missions and roles of agencies and
seeks ways to leverage the highest possible return from the limited public
resources at our disposal.

REALIZATION OF THE IDEAL “system” for workforce development, un-

fortunately, is not enough to ensure broad access to the opportunity to pros-
per. Instead, many observers suggest that we also must rebuild and

Through wise, informed investments in
training and education, we can create
perhaps the strongest incentive for the
pursuit of education—evidence that it

changes lives for the better.
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restructure fundamental relationships in our society, particularly the bond
between employees and their employers. Even as we discover more about the
direct role this relationship plays in profitability and productivity, it is being
severely eroded in the United States. The long-term implications are dis-
turbing.

Work in America has become more tenuous and, for many, less finan-
cially rewarding, frustrating the efforts of policymakers to help foster greater
prosperity. Many firms have responded to the pressures of international com-
petition by paring their permanent labor forces or increasing their reliance on
contingent workers, for whom costs and benefits are typically lower. An es-
timated one in three jobs in the United States is now contingent,228 that is,
temporary, part-time, or contractual.

While past experience suggests that broadly expanded prosperity is on the
horizon, promising to break a two-decade-long era of stagnant wages, some
suggest that we are undergoing a dramatic restructuring of work. The darkest
visions of the future before us are of anything but the highly collaborative,
richly participative, “mutual gains enterprises”229 now widely advocated as
the most reliable avenues to sustained competitiveness and broader prosper-
ity of increased equity.

Consequently, part of the work of capturing the fullest potential of Ken-
tucky’s, indeed the nation’s, workforce is clearly that of rebuilding and
strengthening social relationships on which our economic strength depends.
To do so, we must encourage and enable employers to choose the high road,
to commit to education, training, participatory management, increased em-
ployment security and shared gains for workers. B & H Tool Works in
Richmond, Kentucky, for example, has shown where the high road can lead
an organization dedicated to learning—to higher skills, higher wages, higher
profits and broader prosperity. Ultimately, only the high road offers a path to
sustainable development.

CLEARLY, PROSPERITY IS NOT MERELY A CHOICE. Instead, it is the

product of outcome-oriented action. In this case, it must be focused on the
development of a highly skilled workforce and on the cultivation of eco-
nomic and social circumstances that will enable broad prosperity over the
long term. The stakes are perhaps higher than ever before. The prosperity that
has eluded the Commonwealth’s grasp throughout the 20th Century is the
potential return on this investment of political and institutional will.
                                                
228 Pennington, H. (1995, April 19). The challenge of high performance (speech). Creating the High-Performance
State Conference, Kentucky Science and Technology Council.
229 Kochan and Osterman.
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While no investment strategy comes with a written guarantee of returns,
the absence of one, in this case, does. Without knowledge and the skill it en-
ables, the working people of Kentucky face a bleak economic future. Peter F.
Drucker envisions that future as one in which dominant “knowledge work-
ers” ultimately will reckon with the “social challenge” of how to treat non-
knowledge workers.230 Rather than become the focus of a new social chal-
lenge, we envision a future in which Kentuckians will figure prominently
among those leaders who will shape a fair and just society.

                                                
230 Drucker, 67.
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AP P E N D I X

Selected Characteristics of Kentucky’s
Workforce Development System

U N I V E R S I T Y  O F  K E N T U C K Y  C O M M U N I T Y  C O L L E G E  S Y S T E M

The Community College System (CCS) was established by the University of Kentucky
Board of Trustees in 1964, based on authorization by the Kentucky General Assembly in
1962. The 14 community colleges in the System are individually accredited by the Commis-
sion on Colleges of the Southern Association of Colleges and Schools. Through the Commu-
nity College System, Kentuckians have access to educational programs at more than 100
extended sites, centers and campuses. The CCS mission is to provide three types of educa-
tional programs:

• Transfer academic curricula which may be applied to baccalaureate degrees;
• Technical and semi-professional associate in applied science degree programs

designed to prepare students for immediate employment; and,
• Continuing education offerings for professional development, occupational

training and life enrichment.

Associate in Applied Science Degree Programs.  The CCS offers 31 technical associate
in applied science degree programs that combine occupational education with collegiate
course work in mathematics, sciences, communication and other general education areas.
Almost half of the System’s credit student enrollment is enrolled in technical programs.
More than 97 percent of the 1993-94 technical program graduates who sought jobs found
employment, and more than 95 percent of those graduates indicated that the job was in a
position related to their major or in a position as desirable as one related to their major.

The new Technical Studies program leading to an associate in applied science degree is a
joint venture with the Kentucky Tech System in the Cabinet for Workforce Development. In
addition, six associate in applied science degree programs are offered as joint programs with
Kentucky Tech, and articulation agreements between the CCS and the Kentucky Tech Sys-
tem are in place for nine curriculum areas.

Three statewide articulation agreements involving secondary schools, Kentucky Tech
schools, community colleges, and regional universities are scheduled to be in place July,
1996. These pertain to early childhood education, electronics/engineering and the computer
area.
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Community College System Career Programs

Allied Health & Nursing
Bio-Medical Equipment Technician*
Clinical Laboratory Technician
Dental Hygiene
Dental Laboratory Technology
Nuclear Medicine Technology
Nursing
Occupational Therapy Assistant
Physical Therapist Assistant
Radiography*
Respiratory Care*

Business and Related Technologies
Accounting Technology
Business Technology*
Computer Information Systems
Office Systems
Real Estate

Engineering and Related Technologies
Architectural Technology
Engineering Technology*
Industrial-Electrical Technology
Quality Technology
Mining Technology

Other
Automotive Technology*
Commercial Art Technology
Communications Technology
Culinary Arts
Early Childhood Education
Environmental Science Technology
Fire and Arson Technology
Forest and Wood Technology
Human Services
Law Enforcement Technology
Technical Studies*

*Approved as a joint program with Kentucky Tech at selected community colleges.

Continuing Education/Business & Industry Services.  The community colleges meet
workforce development needs in their local communities through their continuing education
programs and business and industry services, as part of their public service mission. Courses
may be customized for a specific business’ need and offered at the time and location that the
company requests. The Community College System served approximately 360,000 Kentuckians
through the colleges’ continuing education and business and industry services, with more than
46,000 of these individuals participating in programs developed on behalf of more than 1,100
businesses and industries.

The Community College System’s continuing education and business and industry services
program is provided primarily through a self-supporting budget. For example, during 1993-94,
the Community College System’s total general public service expenditures amounted to more
than $8.2 million. Of this amount, only a small portion was derived from state appropriations as
these funds were largely self-generated through continuing education tuition and/or contracts
with Kentucky’s businesses and industries. The 1993-94 amount represents a 32.9 percent
increase over the 1992-93 general public service expenditure.

If Kentucky’s businesses are to compete in a global economy, the transformation to high-
performance organizations is critical. The only way to systematically ensure that transformation
is through education and training in the foundations and principles leading to high performance.
The Community College System provides that organizational transformation education and
training and assistance to many businesses and industries across the state. Examples of the
community colleges’ focus on continuing education offerings that help promote economic
development follow.

Work Profiling System.  The Work Profiling System (WPS) provides a comprehensive job
analysis methodology which collects information on job tasks, job context factors, skill and
ability requirements, and other organizational information. Once the job analysis is complete,
this information can be used to develop screening processes to select new employees, to
promote employees from within, or to identify training needs of individuals. The job analysis
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information can also become the foundation for restructuring an organization’s personnel
system through the development of performance appraisals, training and development plans, job
descriptions, team development plans, process improvement projects, re-engineering plans, and
job evaluation and compensation projects.

Through the computerized WPS system the University of Kentucky Community College
System maintains a data base for jobs within the state along with the skill and ability
requirements for those jobs. This data base enhances the ability of the Community College
System to provide appropriate education, training, and retraining programs to meet the needs
of employers throughout the state.

MANUFACTURING SYSTEMS/QUALITY TRAINING

Mobile Training Unit. This mobile unit delivers on-site, high-technology training to busi-
ness and industry across the state of Kentucky. The unit is a self-contained training center fully
equipped with industrial quality, state-of-the-art equipment, hardware and software to provide
courses.

Lean Manufacturing. This manufacturing system simulation, developed jointly by the
UK Center for Robotics and Manufacturing Systems and the Toyota plant of Georgetown, is
offered to business and industry by the community colleges. This manufacturing philosophy
focuses on shortening the time line between customer order and shipment through waste
elimination.

Computer Numerical Control (CNC). Basic and advanced courses are delivered on com-
munity college campuses or at plant sites via a mobile laboratory. Introductory courses offer
the fundamentals and operation of CNC machine tools and cover basic "G" and "M" codes
and machine coordinate systems. Advanced courses provide a continuation into dimension-
ing and coordinate systems for use of absolute and incremental operating modes.

Programmable Logic Controllers (PLC). The community colleges offer beginning
courses which introduce the structure and general operation of PLC's and ladder logic pro-
gramming formats. The more advanced courses can be tailored to meet plant requirements.

Computer Aided Design (CAD). Any level of CAD instruction can be delivered on site by
the community colleges. Classes ranging from basic drawing commands to the advanced
concepts of the "3D Studio" are available.

Statistical Process Control (SPC). The Community College System developed the capacity
to offer training in this area in the mid 1980s. Initial training was provided through Ford Motor
Corporation's World Headquarters in Dearborn, Michigan, and closely follows the Deming
philosophy. Today, components such as short runs, team development, and product sampling
techniques are included in the core curriculum, and SPC training is the foundation of Quality
Improvement curriculum.

Design of Experiment. Training provided by the community colleges follows accepted
statistical methodology common to experimental design for the improvement of product and
process design, development, process troubleshooting, and quality improvement.

ISO-9000 & QS-9000. The Community College System offers ISO-9000 and QS-9000
training for all levels of employees from management to lead auditor to plant floor personnel.

Other Related Courses. The community colleges offer instruction in other related courses
required for a “job-ready” workforce. Examples:

• Basic Skills: Communications, Reading, Math, Problem Solving, Precision
Measurements, Blueprint Reading, and Teamwork
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• Technical Skills: Blueprint Sketching, Electricity (AC/DC), Geometric Tole-
rencing, Metallurgy, and Welding

• Maintenance and Repair: Mechanical, Electrical, Hydraulics, Pneumatics, Elec-
tronics, and Motor Controls

• Occupational Health and Safety: Ergonomics, OSHA Guidelines, and Safety

OCCUPATIONAL AND PROFESSIONAL DEVELOPMENT OFFERINGS

Computer Productivity. The community colleges offer a wide range of computer
instruction for business and industry as well as the general public. Training is available on all
of the latest Windows compatible programs: WordPerfect, Microsoft Office, PowerPoint,
Excel, Word, Lotus 1-2-3, Quattro Pro, Quick Books, MS-DOS, Auto-CAD 12, Harvard
Graphics, and others such as Novell Networks, Network Cabling, and PC Maintenance and
Repair. The colleges can design special classes in any of the applications listed or in
commercial or "company specific" software.

Adult Basic Skills Education. The community colleges provide a variety of opportunities for
literacy training, GED preparation and testing, and for the development of other basic skills
needed by employees. Examples include the partnerships between the colleges and various
industries resulting in Skills Enhancement Centers or Adult Learning Centers which may be
located on the college campuses or at plant sites.

Other Occupational and Professional Development Offerings. The community colleges
provide occupational and professional development offerings that enable individuals to
maintain licensure/certification in their professions. Examples include offerings for emergency
medical technicians, dental hygienists, paramedics, nurses, accountants and social workers.

ORGANIZATIONAL TRANSFORMATION

In keeping with the latest philosophies of high-performance organizational education and
training, the Community College System is one of the few educational institutions in the region
to offer classes in Organizational Transformation. A sampling of the courses and the
participating organization’s outcomes follow:

Fundamentals of Personal and Organizational Leadership. Students/employees
increase proactive behavior; develop a mission statement, personal daily planning skills,
and listening skills; and learn team building.

Transformation to Quality: Principles to Practices. Students/employees develop an
understanding of organizational cultural changes that must be undertaken to implement
the Deming/Covey/Joiner philosophies and/or lean manufacturing.

Effective Meeting and Facilitation Skills. Students/employees identify meeting
content versus process, learn to deal with disruptive group behaviors, and to recognize
the uses of feedback in facilitation.

TQT Assessment. Business and industry liaisons gather data and impressions of their
organization’s current level of quality practice, and monitor effectiveness of an ongoing
quality initiative.

Foundations and Principles of Quality.  Students/employees document customer
needs and expectations; develop an organizational systems map and key quality



A P P E N D I X

117

measures; coordinate strategic planning; and look at new approaches to design,
improvement and alignment.

Strategic Management. Organizations identify organizational values, vision,
mission, goals, strategies, action plans, and create a communication strategy.

Quality Standardization/Improvement Methods. Students/employees develop an
understanding of the six basic principles of total quality; identify statistical and problem-
solving tools for the purpose of standardization and improvement.

Fundamentals of Fourth Generation Management. Employees develop an
understanding of the need to change the way we do business in this country, and that
Fourth Generation Management represents a paradigm shift in how we approach
management.

BUSINESS & INDUSTRY TECHNICAL ASSISTANCE CENTERS (BITACS)

The Business and Industry Technical Assistance Centers are another way the community
colleges work in partnership with business and industry to promote economic development.
The centers offer resource information, entrepreneurial training, strategic management
planning, business consulting and counseling for small business owners and those wishing to
begin their own businesses. The primary mission of a Center is job creation.

CCS DISTANCE LEARNING NETWORK

Community colleges are well positioned to utilize distance learning technologies in the
workforce training arena. Eight of the 14 colleges now have compressed video capability,
with all institutions slated to be on line by the end of the 1996-1997 academic year. All 14
colleges are KET downlink sites, and have used the network for the delivery of a variety of
workforce education programs.

CENTER FOR KENTUCKY RURAL ECONOMIC DEVELOPMENT

Somerset Community College has entered into a partnership with the Southern Kentucky
Economic Development Corporation, Southern Kentucky Tourism Development
Association, the Southern Kentucky Agriculture Development Association, and Kentucky
Educational Television to connect the region with the world and to provide support for area
entrepreneurs, industries, educators and farmers. The Center for Kentucky Rural Economic
Development includes a 760-seat auditorium/theatre, a conference and exhibition center,
auxiliary meeting rooms, a television production studio, office space and nearly 9,000 square
feet of support space. The Center provides an economic “window to the future” for the 40-
county region.

CCS AND OTHER WORKFORCE DEVELOPMENT AND TRAINING PROGRAMS

The community colleges work with the Department for Technical Education and other
departments in the Cabinet for Workforce Development as partners in major federal
workforce development and training programs. These include the Job Training Partnership
Act, the Carl D. Perkins Vocational and Applied Technology Education Act, the School-to-
Work Opportunities Act, One-Stop Career Center Initiatives, and the Adult Education Act.

Additionally, all 14 community colleges are involved in the Tech Prep initiatives
sponsored by the Department for Technical Education. Several of the colleges serve as the
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fiscal agent for the Tech Prep projects. Tech Prep is an educational program consisting of a
sequence of courses and requirements that identify both academic and technical courses that
lead to a specific associate degree in a technical field at a community college or a two-year
diploma at a post-secondary vocational-technical school.

CCS PARTNERSHIPS WITH UK

Center for Manufacturing Systems. The community college business and industry liai-
sons work closely with the University of Kentucky Center for Manufacturing Systems, a
branch of the UK College of Engineering, and business and industries in each college’s
service area. The liaisons, similar to UK’s agricultural extension agents, have full access to
the services of the UK Center to provide technical assistance for manufacturing methods and
processes. The Lean Manufacturing System Simulation previously described is an example.
The liaisons also help design, evaluate and utilize alternative manufacturing methods. They
modify or convert tools and equipment, processes and layouts, and keep companies informed
of the latest advancements in management systems and materials movement processes.

Technology Applications Center. The University of Kentucky's Technology Applications
Center (TAC) supports industry both on the UK Campus and across the state through the
Community College System by offering services to assist in the growth and development of
businesses and industries. CCS has access to the Technology Access Network of Kentucky
(TANK), an electronic bulletin board system operated by the Technology Applications Cen-
ter of the University of Kentucky in partnership with the Southern Regional Technology
Transfer Center of  NASA and the Kentucky Technology Service. The TANK Bulletin
Board System capabilities include: teleconferencing, electronic mail, forums, file libraries,
polls and questionnaires, data bases and Internet access.

ACCOUNTABILITY

The Community College System reports its performance on 14 specific performance
indicators as a part of the Kentucky higher education accountability reporting process.
Kentucky accountability legislation (KRS 164.095), implemented in 1992, requires all public
higher education institutions to participate in the process. In order to appropriately assess
institutional performance, goals were established for each indicator after baseline data were
collected in 1992-93. Goals pertain to student performances on licensure examinations,
student survey results, graduation and persistence rates, degrees awarded, success rates of
remedial students, public service efforts (including business and industry training), and
others.  Additional information is available in the University of Kentucky Community
College System 1995 Accountability Report.
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W O R K F O R C E  D E V E L O P M E N T  C A B I N E T

'HSDUWPHQW� IRU�(PSOR\PHQW�6HUYLFHV�� �The Department for Employment Services was
transferred to the Cabinet for Workforce Development in March 1995 from the Cabinet for
Human Resources. The move had been recommended by several organizations and groups
over the past few years as a means of further consolidating workforce development re-
sources.231 The department administers employment services, unemployment insurance, and
dislocated worker programs, and provides labor market information. Employment Services
also assists job seekers and employers.

The Department provides job
placement and unemployment insur-
ance services through 27 full-service
field offices and many full- and part-
time branch offices statewide.232

These services include counseling,
employment testing, job develop-
ment, referral and placement for any
persons needing such services, espe-
cially veterans and other groups with
special needs, including welfare re-
cipients and participants in the JOBS
program. The Department provided
services to almost 275,000 individu-
als during the 1993-94 program year, approximately 78 percent of more than 350,000 regis-
tered clients.233

In FY 1994, the Department of Employment Services, then part of the Cabinet for Hu-
man Resources, received almost $421 million in appropriations and expenditures, nearly 99
percent of which were allocated by the federal government. A total of more than $310 mil-
lion (74 percent) was spent by the federal government on the Unemployment Insurance pro-
gram, which provides benefits to workers who are involuntarily unemployed. Revenue for
benefits payments is generated by a tax on employer payrolls, which is collected by the state
and deposited in the Federal Unemployment Insurance Fund where it is redistributed by the
federal government.

                                                
231 Among these organizations are the Governor’s Commission on Quality and Efficiency (1993, October) and
Roger Vaughn and Associates (1991).
232 Kentucky Cabinet for Workforce Development. (1995, August). Draft overview.
233 Kentucky Cabinet for Workforce Development, Department for Employment Services. (1994, July 7). Report
A22, Frankfort, KY.

FIGURE A.1
Department for Employment Services

FY 1994 Appropriations: $420 Million
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Source: Budget of the Commonwealth, 1994-95
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'HSDUWPHQW� IRU� WKH� %OLQG�� �The General Assembly transferred the Department for the
Blind from the Education and Humanities Cabinet to the Workforce Development Cabinet in
1990. Traditionally, the Department had maintained a strong partnership with the Depart-
ment of Vocational Rehabilitation, dating back to the 1970s when both departments were
under the governance of the Department of Education. The Department for the Blind assists
individuals with severe visual impairments whose disabilities affect their capacity in the
workplace or at home. In 1994, the Department for the Blind served more than 1,300 cli-
ents.234 The Department received appropriations of almost $12.5 million in FY 1994, more
than $7.1 million (57 percent) of which derived from federal grants.235

The Department for the Blind
divides its operations into two
general service areas: Vocational
Rehabilitation and Independent
Living. Vocational Rehabilitation
services prepare clients for and
help them obtain employment.
These services include medical
evaluation and assistance, access
to technical equipment and visual
aids, job retention services, and
vocational evaluation and train-
ing. Independent Living services
help clients develop daily living

skills. The Department for the Blind served more than 700 clients through Independent Liv-
ing Services in 1994, most of whom received all or some services at the Charles McDowell
Center in Louisville. Clients live at the center while they receive counseling and personal
adjustment services; improve transportation, communication and household management;
develop technical abilities in Braille and computing; and plan careers.

'HSDUWPHQW�IRU�$GXOW�(GXFD�
WLRQ�DQG�/LWHUDF\���The Office of
Adult Education Services and the
Kentucky Literacy Commission
moved to the Cabinet for
Workforce Development in 1990
and shared the duties of deliver-
ing basic education services to
adult Kentuckians until 1993. In
that year, both agencies merged
to form the Department for Adult
Education and Literacy. The goal
of consolidation was to increase
cooperative efforts between the
volunteer literacy and adult basic education communities and to help reduce the problems
caused by illiteracy and inadequate education.

                                                
234 Kentucky Cabinet for Workforce Development, Department for the Blind. (1995, August). Brochure #155-016.
235 Commonwealth of KY.

FIGURE A.2
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FIGURE A.3
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The Department spent a total of about $17.8 million in FY 1994, receiving roughly half
of its funding from the federal government. During program year 1993-94, the Department
provided 140 adult basic education programs and 112 literacy programs to more than 42,000
adults. Approximately 98 percent of the program participants were in the primary workforce
age group (16-59 years); 65 percent of these participants were unemployed.236

The Department provides services in every county via subcontracting arrangements with
241 agencies, including local education agencies, community-based organizations, correc-
tions facilities, and public housing authorities. The Department also provides instructional
resource and professional development materials, training items, and research and support
services to agencies through the Center for Adult Education and Literacy. The Center has
more than 5,500 items available for use by teachers, volunteers, businesses and others. 237

The Department chooses agencies to provide services through a request for proposals
(RFP) process, considering the quality, efficiency and affordability of the services in each
proposal. In addition to these factors, the Department requires a county plan in proposals that
outlines the ways in which service providers will collaborate and coordinate with one another
to avoid service duplication. The Department has developed quality indicators to evaluate
program performance in the areas of educational gains, program planning and evaluation,
curriculum, instruction, instructional setting, support services, recruitment and retention. A
recent grant from the National Institute for Literacy will permit further development of pol-
icy and program outcome measures as well as performance benchmarks.

The Department serves a wide range of people through its programs, including adults
without high school credentials; unemployed parents; minorities; adults with disabilities;
homeless adults and families; adults with limited English proficiency; institutionalized or
incarcerated individuals; public housing residents; at-risk youth; and recipients of public
assistance.238 Despite the broad diversity of adults who enroll in adult literacy programs, the
Department offers some programs that target specific groups. Two of these targeted pro-
grams are the Workplace Essential Skills (WES) program and the Parent and Child Educa-
tion (PACE) program. WES targets currently employed adults who lack literacy or other
essential skills, providing basic skills instruction to employees at their workplace while in-
corporating information used by the employees in performing their daily job duties.239 WES
training is coordinated by eight regional supervisors, who confer with businesses to “develop
need” and build capacity for essential skills training. In 1994, more than 700 adults partici-
pated in workplace literacy programs at seven sites.240

The PACE program strives to improve the education levels of adults without high school
credentials and to provide preschool education for the three- and four-year-old children of
these parents. Parents and children attend school simultaneously. Parents receive adult basic
skill instruction, children receive early childhood education, and both groups share learning
experiences and activities together. In 1994, PACE programs served undereducated parents
and their preschool children at 36 sites throughout Kentucky.241

                                                
236 Kentucky Cabinet for Workforce Development, Department for Adult Education and Literacy. (1993). Vision.
1993-94 Annual Report, Frankfort, KY.
237 Ibid.
238 Ibid.
239 Kentucky Cabinet for Workforce Development. (1994). Building a Commonwealth of Learners: Kentucky and
the 1994 National Education Goals, Frankfort, KY.
240 KY Cabinet for Workforce Development, Dept. for Adult Ed. and Literacy (1993).
241 Ibid.
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'HSDUWPHQW�RI�9RFDWLRQDO�5HKDELOLWDWLRQ���The Department of Vocational Rehabilitation
moved from the Department of Education to the Cabinet for Workforce Development in
1990. The Department develops and implements programs of vocational rehabilitation serv-
ices that enable persons with disabilities to gain suitable employment or enhance independ-

ent living skills, including services
provided through the Americans with
Disabilities Act of 1992. In 1994, the
Department provided services for
34,800 Kentuckians with disabilities.
Almost 4,600 participants were suc-
cessfully placed in employment.242

The Department consists of four divi-
sions: Administrative Management,
Program Services, Program Planning
and Development, and the Carl D.
Perkins Comprehensive Rehabilita-
tion Center. In FY 1994, Department
appropriations stood at approximately
$44 million, the majority (80 percent)

of which came from federal grants.
Divisions are located in four regions, 13 districts, and 60 offices statewide. The division

of Administrative Management provides technical and budget related services for the De-
partment. The division of Program Services is responsible for the actual processing and de-
livery of client services. Program Planning and Development promotes equity and efficiency
in the Department’s service delivery. The Carl D. Perkins Comprehensive Rehabilitation
Center (CDPCRC), located in Thelma, is the only state-operated, comprehensive residential
rehabilitation facility in Kentucky.243 The CDPCRC offers vocational assessment, personal
and social adjustment services, vocational skills training, adult basic education, housing and
transportation, as well as a number of other professional services. In FY 1994, appropria-
tions for the CDPCRC reached more than $5.3 million, approximately 90 percent of which
were provided by federal grants.244

'HSDUWPHQW�IRU�7HFKQLFDO�(GXFDWLRQ���The Department for Adult and Technical Educa-
tion was established as part of the Cabinet for Workforce Development in July 1990. In
1993, the department was reorganized and renamed the Department for Technical Education.
The department manages and operates Kentucky Tech, the state’s system of technical
schools, distributes federal vocational and technical education grants, and provides technical
assistance to secondary and post-secondary programs in the Kentucky Tech System. In FY
1994, the Department for Technical Education spent more than $116 million on vocational
and technical programs and administration. Of that, almost 26 percent came from federal
funds.245

The Department for Technical Education is composed of the Commissioner’s Office, the
Office of Kentucky Tech, the State Board for Adult and Technical Education, and the Divi-
sion of Federal Programs and Support Services. The Office of Kentucky Tech provides guid-

                                                
242 KY Cabinet for Workforce Development (1994).
243 Kentucky Cabinet for Workforce Development, Department for Vocational Rehabilitation. (1995, August).
Brochure (draft).
244 Commonwealth of KY.
245 Ibid.
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ance for administrators and managers of secondary and post-secondary technical training
programs and technical assistance to improve school operating procedures and program op-
erations in the Kentucky Tech system. The Kentucky Tech System consists of 23 post-
secondary institutions (17 state technical schools, 5 health technology centers, and one ad-
vanced technology center), 55 area vocational education centers for secondary education,
and 10 vocational-technical schools within the state’s prison system.246 All Kentucky Tech
sites are state-operated, but only the post-secondary institutions are state-owned. Secondary
vocational facilities are locally owned by school boards, but the schools are operated by
Kentucky Tech. Technical schools operating within state correctional facilities are under
contract with the Justice Cabinet, Department of Corrections.247

The Kentucky Tech System offers training in over 50 program areas in a number of
fields, such as business technology and graphic communications, construction technology,
health and human services, manufacturing technology, and transportation technology. Post-
secondary programs are designed for
adults, high school graduates, GED
recipients and others who demonstrate
the ability, interest and aptitude for
technical training. The area vocational
education centers offer selected post-
secondary programs while providing
occupational training for secondary
students.248

The Kentucky Tech Skill Guaran-
tee ensures employers who hire a
Kentucky Tech graduate that a former
student at any of the Kentucky Tech
schools who performs below a satis-
factory level in his or her certified skill
within two years of graduation will be
retrained at no charge. The Kentucky Tech System currently boasts a 96 percent placement
rate for post-secondary students, though not all graduates find jobs in their certified skill.249

The State Board for Adult and Technical Education is appointed by the governor and
consists of nine members, representing the seven Supreme Court districts and two at-large
positions. The Board develops and implements policies to govern, coordinate, operate and
evaluate vocational-technical and adult education programs operated by the Department for
Technical Education and the Department for Adult Education and Literacy, including all of
the Kentucky Tech System. The Board is also responsible for approving state plans for adult
and technical education to meet federal regulations, including the State Plan for Adult Edu-
cation under the National Literacy and the State Plan for Vocational Education under the
Carl D. Perkins Vocational and Applied Technology Education Act of 1990. The Board is
assisted by the Governor’s Council on Vocational Education, which evaluates the scope and
effectiveness of coordination between the state technical education system and job training

                                                
246 Commonwealth of KY.
247 Cabinet for Workforce Development, Department for Technical Education. (1992). Annual Report 1992-93,
Frankfort, KY.
248 Cabinet for Workforce Development, Department for Technical Education. (1995) Kentucky Tech Post-
secondary Catalog, 1995-1996, Frankfort, KY, 1.
249 KY Cabinet for Workforce Development. (1994), 61.
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programs at state and local levels. The Council reports its findings to the Board and the ex-
ecutive branch.

The Division of Federal Programs and Support Services is responsible for administering
the Carl D. Perkins Vocational and Applied Technology Education Act for school districts,
colleges, and universities. The Perkins Act distributes federal funds to states to improve
technical programs and reward innovative methods of program administration. Most Perkins
Act funds are used to develop training programs. In FY 1994, more than $16 million (90
percent) of the $18 million spent by the Division of Federal Programs and Support Services
was allotted for program improvement.250

The remaining Perkins Act funds were devoted to TechPrep. The goal of TechPrep is to
integrate and articulate academic and technical subjects at the secondary and post-secondary
levels, leading to an associate degree program while raising students’ abilities in math, sci-
ence, communication skills, and problem-solving skills. The typical course of study for the
TechPrep education program is a minimum of two years of high school and at least two years
of post-secondary education.251 Currently, there are 108 local school districts affiliated with
the TechPrep program, including 145 high schools. Post-secondary participants include all of
the state’s technical schools, 35 area centers, 14 community colleges, the regional universi-
ties and several private colleges. Secondary and post-secondary institutions combine to es-
tablish a TechPrep “site.” In program year 1994-95, a total of 105 TechPrep sites were
spread across the Commonwealth.252

More than 112,000 Kentuckians were enrolled in the state’s technical education system
in 1994. More than 80,000 participants enrolled in short-term and customized programs.
Specific customized programs requested by business and industry trained more than 24,800
workers employed by more than 580 Kentucky companies. According to the 1993-94 Annual
Report, companies and employees were served through more than 1,670 programs including
technical training, skills improvement and quality management.253 Through agreements be-
tween the Department for Technical Education and the industry being served, customized
training is provided by Kentucky Tech on a cost-recovery basis. That is, industry purchases
the training at cost. Of the more than 1,670 customized training programs provided by the
Department for Technical Education, approximately 36 percent were totally or partially paid
for with funding from the Bluegrass State Skills Corporation.

2IILFH�RI�7UDLQLQJ�DQG�5H(PSOR\PHQW���The Office of Training and ReEmployment ad-
ministers programs associated with the Federal Job Training Partnership Act (JTPA) pro-
gram. In 1994, the General Assembly passed Senate Bill 195, which transferred all JTPA
programs and related activities to the Cabinet for Workforce Development from the Depart-
ment of Employment Services.254 The JTPA program provides participants with on-the-job
training, pre-employment training, assessment, counseling, job placement services, remedial
and basic education, and work experience. Service providers for JTPA programs and affili-
ated services include the Department of Adult Education and Literacy, the Department for
Technical Education, correctional facilities, school districts, the university and community

                                                
250 Commonwealth of KY.
251 KY Cabinet for Workforce Development, Dept. for Technical Education. (1993).
252 KY Cabinet for Workforce Development (1994), 63.
253 Kentucky Cabinet for Workforce Development, Office of Development and Industry Relations. (1994).
Workforce Training & Development: Business and Industry Customized Training. 1993-1994 Annual Report,
Frankfort, KY.
254 This transfer occurred before DES was transferred to the Cabinet for Workforce Development.
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college systems, community-based organizations and on-the-job training contracts with pri-
vate employers.

The JTPA program consists of several sections, each with its own budget and target
population. For example, Title II provides job training and services to the economically and
socially disadvantaged and others facing barriers to employment, as well as programs for
youth and unskilled adults to prepare them for entry into the labor force. Title III, the Dislo-
cated Worker program, provides job search assistance, occupational training, on-the-job
training, and relocation assistance to workers who have lost their jobs or anticipate losing
their jobs due to layoffs, plant closings, or economic conditions. Title IV, which was not
funded in FY 1994, provided job training and services to Native Americans, migrant and
seasonal workers, and veterans.

Title II is divided into several sections to target specific groups. Title II-A, the Adult
Training program, provides training and services to economically disadvantaged adults. At
least 65 percent of participants have an additional barrier to employment, such as a defi-
ciency in basic skills or school dropout history. Title II-B, the Summer Youth program, pro-
vides job training and services during the summer to individuals ages 14 through 21 years
who are economically disadvantaged or eligible for free meals under the National School
Act. Title II-C, the Youth Training program, is similar to Title II-B, however, the emphasis
is placed on improving the long-term employability of participants. Participants are individu-
als ages 16 through 21 years, with special state provisions for in-school youth who are 14 or
15 years of age.255

In FY 1994, the state’s JTPA
program was budgeted through
the Division of Employability
Development and Training
Services, Department of Em-
ployment Services. Appropria-
tions for the JTPA program
amounted to more than $66.7
million in FY 1994. Federal
grants for JTPA totaled more
than $65 million, almost 98 per-
cent of all appropriations.256 Fed-
eral grants are distributed to the
state through the Office of Training and ReEmployment, which is required to spend 80 per-
cent of the grant within one year and all of the grant within three years.257 The Governor’s
Council on Vocational Education reports that more than $50 million was available for JTPA
to be spent in program year 1993-94.258 A total of 28,095 persons were served through the
JTPA program in that year.

                                                
255 Governor’s Council on Vocational Education. (1995). Biennial Report on the Carl D. Perkins Vocational Edu-
cation Act and the Job Training Partnership Act, Frankfort, KY.
256 Commonwealth of KY.
257 Gaunce, W.H. (1995, August 23). Executive Director, Office of Training and ReEmployment. Personal com-
munication.
258 Governor’s Council on Vocational Education, 31.

FIGURE A.6
Office of Training and ReEmployment

FY 1994 Appropriations: $66.6 Million
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Source:  Budget of the Commonwealth, 1994-96
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The Office of Training and ReEmployment does QRW�provide direct training to JTPA par-
ticipants. Instead, service providers are contracted through 11 service delivery areas (SDAs)

located throughout the state. Each SDA is
responsible for negotiating contracts and
monitoring programs in its area. In addi-
tion, each SDA is paired with a private
industry council whose members are ap-
pointed by the chief elected official in the
SDA. Private industry councils are com-
prised of local business leaders, non-
governmental managers, and representa-
tives of community-based organizations,
including labor, education, economic
development, and public employment
agencies.259 The function of the private

industry council is to provide policy direction and supervision of job training and related
services conducted within their SDA.

SDAs and private industry councils are provided administrative guidance by the Ken-
tucky Job Training Coordinating Council (KJTCC). The KJTCC reviews and evaluates all
programs and services associated with the state JTPA program. The KJTCC also serves as a
coordinator and advisor to all levels of program implementation and everyone actively in-
volved in administration, including local agencies, service providers and the Governor.
Members of the KJTCC are appointed by the Governor from business and industry, govern-
ment, job training participants, and the general public.

T H E  B L U E G R A S S  S T A T E  S K I L L S  CO R P O R A T I O N

The Bluegrass State Skills Corporation (BSSC) awards grants on an assessment of need;
therefore, funds are not allocated exclusively on a per-person scale, but rather on a holistic
evaluation of each company. The cost of training individuals is just one of several scoring
criteria used to appraise grant applications. The BSSC gives preference for programs that
train for jobs with wages of more than $7.00 per hour, though there is not an effective wage
floor. Other factors such as the existing skill level among workers, the type of training, the
regional location of the company and the industry’s technology help to determine the level of
funding. According to Kenneth M. Carroll, Executive Director of the BSSC, a needs-
assessment approach allows a more precise accounting for the marginal costs to the firm of
training each individual, which in turn yields a more efficient allocation of state resources.260

Since the cost of training workers is just one of many categories by which an application is
judged, the approval process is more than a bidding war among those companies that are
able to train at a low cost.

The BSSC administers programs that are commonly classified under three broad catego-
ries: pre-employment assessment and training, post-hire skills upgrade and training, and
train-the-trainer programs. Pre-employment assessment and training programs provide indi-
viduals with short-term orientation and exposure to jobs and skills that potentially lead to
immediate employment. Only eight of the 242 skills training projects funded by the BSSC in

                                                
259 Governor’s Council on Vocational Education, 29.
260 Carroll, K.M. (1995, July 24). Personal communication.

TABLE A.1
JTPA Funding, 1993-94

Type of Funds Amount No.
Served

Title II-A Allocation $18,219,468 3,299
Title II-A Carry In $2,924,847 ------
Title -II-B $12,994,388 9,090
Title II-C Allocation $11,783,340 9,216
Title III $4,385,427 6,490

Total $50,107,470 28,095
Source: Governor’s Council on Vocational Education.
*Note: This number includes 77 percent of the persons served
through Title II-A. The remaining 23 percent of persons served
through Title II-A are listed under the Title II-A Allocation.
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FY 1994 were classified as pre-employment programs, however, pre-employment training
projects are often extensive and well-attended. For example, Dynamec, Inc., a producer of
automobile seat recliners in Wilmore, arranged a pre-employment skills training program
with a Kentucky Tech facility for 49 trainees covering various topics such as company ori-
entation, safety, basic blueprint reading, basic math and record keeping. The BSSC spent
approximately $2,700 on the project, with Dynamec providing a $14,000 match.

In most pre-employment programs, not all trainees are able to gain employment with the
training company. Thus, the BSSC requires the training company to place a certain percent-
age of each program’s enrollees into employment—75 percent of pre-hire trainees and 25
percent of assessment trainees. The BSSC also requires that pre-employment training pro-
gram operators cooperate with other support agencies involved in job development, training,
and placement such as the Department for Employment Services and the Department for
Technical Education.261

Skills upgrade and training programs target current employees. They are the most popu-
lar among BSSC programs, accounting for almost 80 percent of all grants awarded in 1994.
These programs provide employees with skills that enhance their job performance and im-
prove the likelihood of job retention. Skills upgrade programs are often necessitated by a
promotion or wage increase, the introduction of new technologies or organizational struc-
tures into the workplace, or competitive pressures on the company. General Electric of Lou-
isville received more than $1.3 million in BSSC grants between 1991 and 1994—one of the
largest grant allocations in that three-year period—for skills upgrade training for almost
5,600 trainees in such areas as tool and die, safety, work teams, manufacturing classes, new
product/process upgrades and maintenance.262

Train-the-trainer programs are also provided for new or expanding industries. Industries
designate an employee to undergo instructional training so he or she may provide instruc-
tional training to other employees. The employee may receive instructional training outside
of Kentucky, the United States, or at any location designated by the company and the educa-
tional institution, with the stipulation that any out-of-area training be conducted at the nearest
and best possible location. Most often, the BSSC approves requests for out-of-state training
because the company-specific technology is located in another state. Such was the scenario
for the Sumitomo Electric Wiring Systems, Inc., of Morgantown. In 1994, Sumitomo re-
ceived more than $5,200 in BSSC grant money to send eight trainees to Japan for training on
equipment, quality assurance and production. Sumitomo contributed more than $76,000 for
the training venture.263

                                                
261 Bluegrass State Skills Corporation, Kentucky Cabinet for Economic Development (BSSC). (1995, July). The
BSSC grant-in-aid guidelines for a program of skills training, Frankfort, KY.
262 BSSC. (1994). Annual Report, FY 1993-1994, 36.
263 Ibid., 21.
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